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PRIFACE 

This litjH book is the outcome of discussions 
earned on by a group of Manchestar men, mostly 
engagSd in^ industry,' who were asked by the Man¬ 
chester Literal Federation to consider what ought 
to be thejuain lines of a Liberal industrial policy. 

Feeling real sympathy with many aspects of the 
.protest against the existing economic 6tder, they 
were convinced that a generous programme of 
reconstruction, inspired by clearly thought out prin¬ 
ciples, ‘mustfcbe undertaken if the nation is to be 
saved from tuin. They found no hope of a real 
solution in a poliqy of hand-to-mouth makeshifts 
and “ concessions,” such as seemed to, them likely 
to bo followed by a Coalition of men of widely 
varying principlea. On the other hafld, the Labouh 
Party appeared to them to waver between tTC 
mutually incompatible doctrines, both abstract, 
ill-defined and undigested; and the more they 
studied the problem, the .jmore cotf^inoed they 
became that the best hope of a steady approximatioii 
to greater justice and a fiber ^irit of freedom and 
comradeship in industry lay m a courageous and 
clear-thinking redefinition of ^beralism in relation 
to modem needs and condition^. 

They did me the honour of inviting me to share 
in their deliberations,^ and the further hohbui of 
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asking me to write a lil^e bool,^ which should 
express the standpint and outlook at which they 
had arrived, withc^t attempting to define a detailed 
cut-and-dried programme. Though I hesitated be¬ 
cause I was conscious ol' fie inadequacy of my 
equipment for such a task, I undertook it in the 
hope that ^heir kno-^ledge and experience would 
make good my deficiency. For th^Jiook as it 
stands—for ks arrangement and structure, and 
for many of its ideas—I am rdfeponsibfej Bvft every 
section has been fully discussed by the,members of 
the group; and though there are someq?:,gps which 
one or other of them would not be ready fully toL 
endorse, they accept the book as a statement of their 
point of view. It owes a great deal to their pointed 
and searching criticism';' I wish that its pages 
more adequately reflected the practical knowledge, 
the firm sanity, and the breadth of sympathy which’ 
marked their discussions. It ewes much, also, to 
the encouragement and criticism of Lord Haldane, 
th whom I desire to express my gratitude; he was 
good enough *ta read the manusdript, ,and to send 
ue many helpful comments and suggestions. 

We do no^ want to be regarded as defining a rigid 
> programfne, still less as offering to our r^ers a 
cocksuref solution, a^ panacea guaranteed to cure 
every social malady. For that reason we have been 
at pains to avoid th^ precision of detail appropriate 
to projects qf legislltion. For although the aims we 
’have ouilined can otfly be attained by means of a 
series of legislative measures, our primary purpose 
has ^n to define a spirit and a point of view which 
* Oan inspre generous-minded’men, of moi^ different 
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types, to worK Together'ia freedom and comrade¬ 
ship for the making of a better world. We feel the 
immense complexity and delicacy of the subjects 
we have tried to discuss,,and the folly of treating 
them with any pretencf of infallibility. Knowing 
ourselves to* be honest Aen who desire to serve 
the Commonw&lth, we credit those-, who differ 
from us with the same honesty and the same 
good in|ent; and if any note of acrimony has crept 
into the following pages, it is against our will, 
ftnd .irf| den lnre it. For the deepest of our beliefs 
js that^^flpirit of hatred, between one party 
%nd another or between one class and another, 
can never bring anything but evil. We should 
not be Liberals if we did ^npt believe in the positive 
value of a great variety of methods and opinions, 
in the duty of trying to understand one another 
and to respect one another’s convictions. 

The book has been generally approved by the 
Manchester Liberal Federation in the terms of the 
resolution appended hereto. “But beyond this ft 
has no official character. 

E. M. 

Manohxsteb, 

Septembar, 1920. 


BisoLunoir of tsf: Manohesteb Libebal 
Fedebationo 

That this General CouncH'^“of the Manchester 
liberal Federation (the liberal 3,0(10 of the ten 
Parliamentary Divisions of Manchester), %fter a 
public reading of Mr. Bamsay Muir’s book on 
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“ liberalism and ,Indus1|y,” affims its complete 
agreement with his interpretation of the spirit and 
outloqh of modem liberalism, and warmly com¬ 
mands thp suggestibns mjide in the book as a basis 
for the solution df the mlny social and industrial 
problems with which theliation is confronted. 
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LIBERALISM AND INDUSTRY 

I 

INTBODXrCTION 

The purpose of this little book is to consider 
whether the ideas and the point of view to which 
the name of “ Liberalism ” is given can provide 
useful guidance towards the solution of the social 
problems by which we are surrounded; and whether 
^hese ideas are capable now, as they have been in the 
past, of inspiring areal enthusiasm, and a confidence 
in the future, such as can wipply the motive force 
of a great work of nationafrecoMruotion. 

liberalism is a habit of mind, sP point of view, 
a way of looking at things, rather than a fixed and 
unchanging body of doctrine. like ali^vital creeds, 
it' is a spirit, not a formula. It gets eflpression, 
from time to time, in formulae and programmes of 
policy; but these are always and necessarily 
determined by the circumstaiices of the time in 
which they are framed. The^can therefore hlave 
no'*picmanent validity. Th^ need to be con¬ 
tinually revised and recast, os they become mere 
shackles on the spirit which they try to express. 

Liberalism does not {iretend to have a knowledge 

« 



16 


UnJUSTRY 


of the ultimate truth alibut tuman society. It 
has no certain vision of the millennium, and knows 
of no short cut for Stteining it, such as some other 
po4tical creeds profps. Its inspiration is the 
more modest belief that there ai;e certain broad 
ideas, and a certain outlook, ‘<rhich will provide, 
amid all the unpredictable changes in the conditions 
of human life, safe guidance for honest-men in their 
unending struggle towards justice, fieedom, and 
comradeship. 

R'lt the ways in which these ideas and this 
should be expressed in action have to be redefined, 
by hard thinking, as new conditions arise. Often 
enough the Liberal,(if he will be honest with himself, 
has to admit that the formulae in which his pre¬ 
decessors expressed their beliefs are no longer valid, 
and perhaps even that they were ai) no time an 
adequate expression of the ideals of liberalism. 

For that reason, it is not enough to assert roundly 
that “ liberal Principles ” are a sufficient guide 

political action. ‘ They are not a sufficient guide 
until they hav% been redefined in the light of new 
needs and new conditions. 

There nqyer was a time when redefinition was 
more nebessary, or when the old formulae seemed 
to be more barren, than to-day, when the whole 
world is dissatisfied with its old modes of organisation 
and is seeking impatiently for the clue to a new order 
of things. , In fao# of such conditions, vague talk 
' about “ libwal Pnneiples ” is felt by many to be 
little less than an insult. What men demand, and ' 
rightly demand, is a clear exposition of the answer 
which the Liberal spirit will give to certain criticisms 

4 
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of the existing ordep^ a clear detinition of the evik 
which it recognises, and aclear«aooount of the way 
in which it will try to remedy tl^e evils. 

CfeFive main questions demand tftatment in any 
such redefinition. First of all (heoause it is the niost 
urgent question W the moment), how «^oul(f liberal¬ 
ism approach the reconstructiorf of our economic 
system, whi^ is in danger of breaking down because 
it no longer commands the confidence of those who 
have to work unde» it ? Secondly, how would 
Liberalism propose to meet the demand of the 
maBkte" -'.“.qior a wider and fuller life than it k'now 
< possible for them to enjoy ? Thirdly, what defects 
does Liberalism perceive in our political system, in 
I our machinery for the co-operative regulation of 
common concerns, and how would it deal with 
these defects^ Fourthly, what is the attitude of 
'^liberalism on the mutual relations of the Various 
members of the British Commonwealth of Nations, 
and, in particular, how would it deal with the highly 
dangerous unrest now existing in Ireland, in 
and in India, and with the needs <ff claims of the 
more backward peoples included in the Common¬ 
wealth ? Fifthly, how would Liberalism approach 
the vexed problems of international "relationship, 
and what would it do to remedy the conditions 
which have recently brought upon the world sqch 
tragic misery and ruin ? 

All these vast questions ^e closely related. 
Nojo^e of them can be thougjst about Tntelligentl^ji 
except ip connexion with the othere. But it is 
convenient to deal with them* separately; and in 
the present essay wa shall coi^e ourselves in 

0 
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the main to the first two ot our five questions, 
touchi^ on the oMiers Cnly incidentally. 

Before we can ^profitably attempt to define the 
attitude of liberalism on these great issues, it will 
be* well to consider Uresh what arc the essential 
ideas o! liberalism which wg are to endeavour 
to apply: wha^‘ is. the attitude of mind which 
guides the Liberal when he thinks a>\out all these 
questions. 




II 

WHAT IS LIBEBAUSM ? 

(1) The essence of liberalism, as its very name 
BBgp g sts. is a deep concern about the preservation 
and enlargemant of Liberty as an essential condition 
’of the highest human welfare. 

This may not seem to tell ijs very much; for 
the great name of Liberty may be used in diSerent 
senses. As’ we shall see, liberalism itself has 
gradually leamt to give to this great word a deeper 
Ind fuller meaning. By Liberty we do not mean the 
right to make whatever use of our powers we think 
fit; that conception, logically developed, would 
lead us straight back to the brutality of the junglef^ 
which is not, real liberty at all—ndt even for the 
strongest beasts. We mean the liberty whicl^ men 
can only enjoy in organised societies, wherein each 
is strengthened and protected by the co-dperation 
of all. Beal liberty is not the mere *ab%noe of 
restraints; it is security in doing, by a man’s free 
choice, all or any of the things tj^at are worth doing, 
and that are not harmful to ^ felloi^s; and* it 
can only be enjoyed in its fulne(& in a society where 
all men afe equaUy free, becaime equally protected 
by the common action and opinion of the «om- 
munity. 

(i2 
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Every political creed, nt may be said, would 
subsoryje to such & vie#, and would define Liberty 
as one of its ^inw. ^ut there are differences of 
enfphasis; and it is in these differences of emphasis 
that tho^roal distinoliAis between pplitioal creeds are 
to be found? ^ 

Thus one school of inougm., wmio professing to 
value liberty, places so high a value upon national 
strength and prestige that it is wiUjng to make 
great sacrifices of individual or social liberty in 
order ,to attain it. The Liberal valuesna^oyal 
strength mainly as a safeguard for jibeftyThe is 
anidous lest national strength should be used to* 
impair the liberty qf other peoples; and his instinct 
is to scrutinise very jealously every sacrifice of 
liberty that is claimed to be necessary for the sake 
of national strength. 

Another school of thought attaches so much 
importance to efficiency, and to the maintenance of 
authority ^nd orderly (government, that in practice 
it tends to subordimte'’liberty to these ends, by 
giving great power into the competent hands of 
pxpe^ administrators or bureaucrats. The Liberal 
recognises that a certain degree of inefficiency may 
be the price which has to be paid for liberty. He is 
willing to {Say this price, believing that free England, 
IB, spite of its many defects, has been a better land 
to live in, and has produced a finer type of manhood, 
than efficient Geri^any. 

Yet another scJkoI of thought holds that the 
supreme object of l^e State ought to be the securing 
of material comfort for every citizen; and, as a 
means to this end, it is willing to endure, and to 
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impose upon the whole ccjmmujuty, a great deal 
of brigading, regulation, and coqf^ol.* The 'Hiberal 
also desires the widest possible diffusion of material 
comfort. He recognises thaU a» reasonable degree 
of material comfort is a condition of •real'liberty, 
and that a considerable amount tf regulation and 
control is necessary to secure this end. But he is 
not willing obtain material comfort by the 
sacrifice of ital liberty; he believes that, if the 
choice has to.be made, it is better to be poor and 
frdb**tLej’ to be well-off on the condition of being 
subjected to Endless regulation. If he hesitates 
about Socialist schemes for the reorganisation of 
.Society, it is not because he has ft doctrinaire objec¬ 
tion to State action, but mainly because he fears 
the invasion of every man’s liberty which might 
rgsult frdm tie elaborate organisation of State 
control exercised, as it only could be exercised, 
through an army of officials. 

First and foremost, then,, tie liberal’if concern is. 
to preserve and to increase human ^liberty; and' 
the question with which he tests every project of 
reform is, Does this project promise to inefease* 
the real liberty of all citizens, and, espeaially, does 
it give reasonable freedom of thought and action 
to those exceptional, adventurous, original men who 
are always the pioneers of human progress ? * 

(2) The main reason why labemlism lays so much 
stress upon liberty is that it attaches an infinite 
value t^ human personality, Sdtb as something 
sacred in itself, and as the soufte of energy, and 
the most potent factor in progress. It is \ha 
liberal’s belief that the state of society which gives 
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the freest play to individflalityj and which allows 
and encourages njpn t(? make the most and the 
best of themselvesVisJikely to lead to the noblest 
results. He believes^that all individualities are 
i valuable, an^have an equal right tp self-expression. 
He distrusts uniformity, and values variety for its 
own sake—variety ftf individual character and 
interest, variety of industrial method and experi¬ 
ment, variety of religious belief, varietf^ of national 
types. Ho holds that no more fatal charge can 
be broaght against a state of society thaiijljftt.dt 
starves or stunts individuality. It is mainly^because 
he feels that our existing order is in a large degree' 
open to this criticirm that he is discontented with 
it. For that reason he is highly distrustful of 
schemes of reform which seem likely to place grave 
hindrances in the way of the free Werking of indi¬ 
vidual energy, or to impose upon all men a uni¬ 
formity of life and conduct. 

The ultimate end of eour co-operation in Society is 
,not the production' of wealth, but the cultivation 
of the highedb types of manhood., The noblest 
types of manhood thrive only in an atmosphere of 
liberty. TIjey require the freest outlets for their 
energy, thej need an infinite variety of training and 
of oppcJrtunity; they are apt to be stunted by the 
I best devised system of regulation conceived in the 
I interests of the ma^s of' average men; and so long 
as it is ensured ISat the expression of one man’s 
individuality is not'permitted to starve thetexpres* 
sion of his neighbour’s, no one school ()f thought 
^ is justified in endeavouring, by the power of the 
‘ State, to crush out partioulu forms of human energy 
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because it disapproves of them,,or to decree that 
only certain kinds of indmdualty are ddterving 
of respect or tolerance. That, at any rate, is t^e 
Liberal attitude. Just as, injtlje old days, it con¬ 
demned religious*intolerance, so it condemns what 
may be called ecdhomic intoleiance. There is 
need, in a healthy society, for‘the lilies of the field 
as well as foi^wheat and turnips, and no man has 
a right to say* that eitl^pr is more valuable than the 
other—-so long as the lihes do not choke the wheat 
orlrtarve it of its needful nutriment. 

, When* therefore, the Liberal criticises existing 
systems, or considers any scheme for their improve- 
jment, he is bound to ask himself, How far does 
this system or this scheme provide opportunities 
for the free development and expression of various 
injiividuaMties * How far does it release and employ 
the potent force of individual energy, for its own 
advantage and that of the community ? 

(3) Because it values libefty and Individuality 
BO highly. Liberalism has always Taeen distrustful of 
any very great enlargement of the fuftctiops of the 
State. It values Law and the power of the State < 
chiefly as safeguards for liberty—chiefly because 
they are the best, or the only, means of protecting 
the liberty of the individu^ against the misuse of 
power, by whomsoever exercised and whencesoever 
derived; the power of mctaarohs, the power (jf 
privileged classes, the power cff employers, the 
power c< offiqals, the power of organisations, the' 
power of nfoney. But the more functions the State 
assumes, the less likely and the less able it wiB be 
to perform its duty of guarding against the misuse 
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of these powers by*the jgents' to whom it entrusts 
them. fBvery fvuc^tion which the State assumes 
must be performed individuals on its behalf; 
these men, like any #nen into whose hand power 
falls, are tempted to misuse their power; and the 
State is less likrfy to be wafbhful over its own 
agents than over others. The more elaborate and 
the more complex the functions which it assumes, 
the more difficult it will be fcff the Stafe to exercise 
proper control. Hence every increase, in the func¬ 
tions directly assumed by the State is apt to inVdl^ 
a decrease in its efficiency as the watchdog oc behalf, 
of liberty. 

Liberalism has alVrays disliked the use of compul-, 
sion beyond what is necessary, because it believes 
that the best results are attained by the voluntary 
action and the voluntary co-operatioi! of free men. 
It recognises that, in a large degree, and for many 
purposes, compulsion »« necessary; but it is neces¬ 
sary and justifiable oifiy, in so far as it is used for 
,^he maintenance or enlargement of real liberty. 
Even wh«n it*i8 exercised by the majority in the 
(iomAtinity over the minority, and embodi^ in the 
form of law, the Liberal dislikes compulsion for any 
other purpose than the safeguarding of liberty. 
But.he’has always by instinct set his face against 
the use of compulsion by a single element in the 
copmunity. Whether It be a despot, or a priest¬ 
hood, or a.landed !s,ristocracy, or the money power, 
or a military castb* or a group of trade ‘unions, 
Liberalism has always resented and resisted, >wd 
will blways resent and resi|it, any attempt on the 
part of a single element or interest in the com- 
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munity which has powef its hands to use this 
power as a means of imposftig it^ will tyraisjioally 
upon the rest of the community.* Liberalism is the 
sworn foe of dictatorship, wh^ver may claim itj- 
of the Dictatorship of a proletariat and the IJjiotator- 
ship of a plutocracysalike. It is jjnly by constant 
and strenuous watchfulness that Liberty can be 
protected against the danger of dietatorship, and 
the danger i» always appearing in new forms, as 
the changing conditions of human life place power, 
of'fcne sort or another, in new hands. • . 

, (4) Itc belie^in liberty and individuality, and its 
hatred of arbitrary power or dictatorship exercised 
■^by any group or element over the rest of the com¬ 
munity, have led Liberalism to advocate the widest 
possible diffusion of a share in the eontrol of eommon 
afiairs ; and tte establishment of political democracy 
in all the most advanced countries during the course 
of the last century has been almost wholly the work 
of Liberalism and has constituted its greatest 
achievement. It was long resisted by the oldef, 
' privileged cla,sses, by the possessors 5f irresponsible 
power; it is now impugned and attacks by the 
more extreme Socialists, who desire t 9 substitute 
for democracy a new class ascendancy, thett of the 
Proletariat. 

The intelligent Liberal does not believe in dem«- 
cracy because he thinks that a. majority is always 
right; on the contrary he reclgnises Jihat in an 
ill^eduflhted community the BSajority is likely to 
be more ‘often wrong than ri^t when it has to 
decide upon complex and difficult subjects.* He 
believes in democracy because he holds that to have 
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a share in the responsibSity- for determining the 
destmips of hims^ an(f his fellows is a necessary 
element in the jjelR)hs development of a free man’s 
individuality, and because he holds that the process 
of arpipent and discussion which piust perpetually 
go on in a (iemojratic society ts a better means of 
settling vexed questions than the high-handed use 
of power. He believes in persuasion rather than 
in force; and holds that any body which uses force 
against the community in onfer to get^ts own way, 
whether it be a military oligarchy or a trade union, 
is false to its duty to the communityr 
Nor does the intelligent Liberal think that a body 
of average men, suph as a democratic electorate is 
always likely to choose, will be really competent 
to conduct with wisdom difiScult and compUcated 
affairs. The thing it is really compoient -to do is 
to reflect the mind and will of the community as a 
whole, and to ensure that the government of the 
community Js carried en in accord with this mind 
{Hid will. Long agO a great Liberal, John Stuart 
‘MUl, defined lertain principles of representative 
government; and on one point, at any rate, what 
he wrote is as true to-day as in 1861, and is even 
more important to-day. The true function of a 
represeotatTve body, as Mill pointed out, is not to 
undertake the direct management of complicated 
affairs, to devise the details of legislation, to work 
ouf the precise methods of taxation, or to control 
<and direct in detail &e conduct of exacl^ adhninis- 
. trative businees. No representative b^y’is really 
I competent for such work. Its true function is to' 
*866 that the right men are selScted to carry out these 
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important and difficult labonrs,to oritidse, approve, 
or condemn their action, tad ^ make safe by 
constant watchfulness that they‘Jo,not abuse the 
powers vested in them. 

If to-day repjesentative m^itutioM qfe not 
working in a whoUy satisfactory way, and are losing 
in some measure the confidence o^ those for whose 
interests they are responsible, a large part of the 
reason is tha1*they are trying to do work for which, 
by their ver^ nature, they are ill fitted; and in 
undertaking a multitude of new functions ^are 
largely neglecting their primary duty of serving as 
the Watchdogs and defenders of liberty. The more 
their functions are enlarged, t^e less efficiently 
their work will be done. 

(5) A Liberalism that is worthy of its name is, 
then, concerned to secure and protect liberty for all 
members of the community, to foster the develop¬ 
ment of all individualities by giving them equality 
of opportunity, to guard against the misnse of power 
by any particular class or interest in the community 
and to ensure that the interest of the community 
as a whole is always predominant. Liherali|gn is, 
false to its fundamental ideas if it allows itself 
to be identified with any class or any special interest. 
It is, or ought to be, the enemy of all {fiirely class 
interests, and of all sharply-marked distinctions of 
class or caste. It desires to destroy, not to foster, 
class-consciousness; and to substitute for it colh- 
munitysoonsoiousness and the coi^unity spirit. And 
here, perbhps, lies the chief nee^^ for a strengthening 
of the Liberal spirit to-day, when on both «ides 
the doctrines of class dbnflict are being preached. 
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Inspired by their belief in libe^/y, by their 
desire to release individuality from the restraints 
and sl^acklos which limited its free development, 
and'by their detestation of the tyranny of class 
and of the abuse of Power, the Liberals of the 
nineteenth century achieved great things; and we, 
who inherit the results of their labours, ought not 
to undervalue them. They swept away legally 
established privileges of class and*, sect. They 
orgamsed political democracy. They secured free¬ 
dom of trade, freedom of speech, freedom of associa¬ 
tion for al\ lawful piloses. They endowed the 
daughter-nations of ‘the British stock with political 
•liberties on the^amplest scale hitherto iteown in the 
Yorld^ They helped to win for trade unions the 
means of obtaining for their members, by common 
action, bettbr conditions of life and work. And 
these w^ very great achievements. 

^ut there were two things which the older 
Liberals overlooked. In their zeal for liberty and 
their beli^ in the^ potency of individuality they 
.failed to 'realise th^ the mere removal of sestrio- 
tions was not enough for the estabUshment of real 
liberty. The mere removal of restrictions upon the 
‘freedom of action of individuals meant tl^t the 
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weak were left too muoh at the merey of the strong. 
It meant that the liberty of many men bee^me in 
fact unreal, and that the indiydf^lijjy of thousands 
was apt to be sacrifioed to the dominating indi¬ 
viduality of the^few. In the econonuc sphere it 
meant that the rich* were left too free to employ 
the power that their riches gave them over the 
unprotected poor. In too great a measure, nine¬ 
teenth centuiy Liberalism forgot that Liberty itself 
demands that there shall be checks upon any such 
misuse of power. And although the freedom, wWch 
the Liberal systpm allowed to trade unions and other 
assooRffSons for common action provided some 
• check on the abuse of the powej of wealth, it was 
•not a wholly satisfactory check; and it had the 
unhealthy result that it encouraged the acceptance 
of conflict instead of co-operation as the natural 
ihlationship between the organisers of industry and 
the workpeople. 

The second thing which the older Liberals over¬ 
looked was that in their “distrust of State inter¬ 
ference, of compulsion, and of regulation, they 
failed to realise that in one aspect the State ought 
to be regarded as a great partnership for^ood living. 
Rightly valuing individuality, they too often forgot 
the community; not realising that'it is* only in a 
healthy community that any high type of indi¬ 
viduality can thrive, and that the service of the 
undying community is the nobfest way in which 
individuality can express itself Many of them 
lived lives o! the noblest an^ most self-denying 
public service. But the forms in which Ahey 
expressed the fundamental ideas of Liberalism made 
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these ideas appear to jifetiff a very narrow and 
selfish'view of afman% duty to his Mows; and 
for a time libtrdwm was identified with the barren 
c^eed of Individualism: each man for himself, a 
f^ field ^d no'favour, and t];ie devil take the 
hindmost. 

This did not mekn that the essential ideals of 
Liberalism, its belief in Liberty and in Individuality, 
its hatred of irresponsibly used pawer, and its 
confidence in democracy, were groved to be 
fallacious. It meant only that these ideals had 
been too narrowly conceived. liberty^ is not 
merely a negative thing, a mere absence of restfkints; 
it is a positive thing. No man is really free until 
he possesses, in a sufScient degree, the materiaf 
basis of liberty, so that he is free from the chains 
of constant anxiety about the livelihood of himself 
and his family. No man can really make the most 
of his own individuality so long as he is engrossed 
wholly in ithe drudgary of livelihood. No man is 
'fully master of hifhself'‘unless he has been trained 
to use hb OTin powers of intellect, ^nd unless he 
I has learnt to conquer his lower self by subordinating 
his own \n)l to the Good Will, which rejoices in the 
service bf the community. To establish in a nation 
liberty and individuality in this generous sense is 
BO easy matter, but a vast constructive labour. The 
older Liberalism, while it achieved great iMngs by 
sweeping ,away plivileges and restraints, took too 
modest a view what the service of*Libertv 
demands. 

Fiom the first there were protests against this 
unduly narrow view of tSe meaning of libertv: 
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and in the period of liberal asoendanoy there were 
Factory Acts and Truck Act*, an(f jSousing iBojM and 
Education Acts, and so forth, j:hd*puj[po8e of which 
was to protect the weak against the strong and to 
make Eberty more real. By fh6 beginning, of the 
twentieth century Liberalism had largely shaken 
off its identification with mere ’Individualism; and 
in the great Liberal Ministry which was at work 
during the te| years before the war, very marked 
advances wew made in the adoption of the view 
that it is the duty of the State to secure for all jits 
citizens such canditions of life as will make real 
libei^y^ssible. Old Age Pensions, Trade Boards 
•in sweated industries, insurance against unemploy- 
Inont and sickness, and a multitude of other pro¬ 
visions marked the emergence of a new type of 
liberalism and of a moro generous conception of 
what Liberty means, and of what is needed for the 
due cultivation of Individuality. 

Meanwhile, however, the. reaction against a 
barren Individualism had taken smother form. The 
doctrines of Socialism were gradually gaining 
adherents during the second half of the nineteenth 
century, and during the early years of the^ twentieth 
they were winning the allegiance of many’of the 
most active among the leaders of organisM k^bour 
in Britain. The strength of the Socialist creed was- 
that it did very definitely assert the claim of the 
community as a whole to the service qf all its 
members s and it was this whicB*enabled it to win 
a strong hold over many generoiis minds. But it 
offered a rather crude method of overcoming the 
evils of the social order.* It promised a short cut 
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to the milleimiuiu by tbs simple device of taking 
u^de^dihe controf.of tie State all the machinery of 
production. It ^us exaggerated the functions of 
the State as seriously as the older Liberalism 
minimised them. ‘ ' 

But then the war came; ^nd under the pressure 
of its necessiti^ the State had to assume such 
immense powers of control over the most important 
industries of the country that we^were given in 
some degree a practical dcsmonstration of how the 
Socit^^st State would work. It wa5 not, perhaps, 
an altogether fair demonstration^ though it had 
the great advantage that everybody was Sager tti 
do his best loyally, and to suppress criticism in a. 
time of national crisis. The result was that almost 
everybody was impressed by the wastefulness, 
confusion, and irritating formalism ijjhich seemed to 
follow from State control. Everybody also felt 
tha.t Liberty was seriously impair^ by the often 
irresponsible conduct of fovemment departments, 
which could not* be lihecked or guarded against 
because these departments wielded the powers of’ 
th^ Stkte. The State had almost abdicated its 
function of guarding against the misuse of power; 
and Parliament found that the functions imposed 
upon^it were too immense to bo capable of being 
.adequately performed. Hence Parliament itself fell 
into disrepute. . 

' This taste of jj{ie actual working of State control 
brought about aether reaction. In largp sections 
of the Labour world it led to the growth of a move¬ 
ment towards Syndicalism or towards that modified 
form of Syndicalism which is called Guild Socialism. 
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We shaU have more topayobout this theory, As well 
as about Socialism, in later jiages^pf this bodjj. In’ 
the meanwhile it is perhaps ^enftugh to say that 
these two doctrines are fundamentally inconsistedt 
with one another. The Laboul- Party has in som'e 
degree adopted both, and wavers between them. 
It has, however, won the aUegkncS of many thou¬ 
sand!! of earnest and honest men, just because it is ^ 
plainly striving after an ideal, even though it 
cannot very clearly define how the ideal is to be 
reached. • 

But a vague jdcal, if it docs not rest upon clear 
and SMald thinMng, may be a very dangerous thing. 
•There are many who believe that|he Labour Party, 
in spite of the loftiness of its aim, is unknowingly 
worshipping false gods. And under these circum¬ 
stances, if.Libvalism is to be recognised as oSering 
a^fer clue in the perplexities of our time, it has 
become more than ever necessary that there should 
be a clear redefinition of its .principles ^nd aims, 
and of their bearing upon thb problems of to-day. 


D 
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IV 

THE PBOBLEM OF SOCIAL KICONSTKUCTION 

The most striking feature of our time, and in 
many, ways its most hopeful feature, fs the existence 
of a widespread belief, not by any peans limited to 
one class or to one school of thought, thalMihere iS 
something radical^ wrong with the social order in • 
which we live, and that it needs to be readjusted? 
Men of all classes feel that the system is in many 
ways unjust, that it encourages aijd rewards the 
wrong kind of qualities, that it denies to multitudtes 
of men and women the chance of making the best 
of themselves and oj rendering to the community 
the best service of which they are capable, that it 
puts men of gaod will, in all classes, m a false relation 
to qne aJiother. 

This feeling, far more than any actual hardship or 
oppression* is at the bottom of the unrest from 
wMc^ we are suffering; and until some cure has 
.been found for it—until men can feel that we are 
working towards a better state of things, and can 
have some confidence and belief in the aims we 
have set before o^elves—the unrest will continue. 
Not only that, but it will be played upon by the 
wild wreckers who rejoice in the prospect of smashing 
up organised society, hairing no notion of the 
it 
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appalling zni^ry and degradatilon which must 
result from such action. • 

What prospect have we in.Bntaiu to-day of a 
satisfactory solution of this immense and inspiriijg 
problem ? There^ are three organised, gr(jBps of 
public men who are competing foj the votes and 
confidence of the electors. Lot us see what hopes 
they hold forth. 

On the one J>and there is the party, or the group 
of parties, now in power—^a strange combination of 
once irreconcilable opponents, who in the nature 
of things have, no clearly defined principles in 
common, and whose apparent aim is merely to tide 
■over the period of unrest caused.by the war, and 
ft) let things settle down. They are headed by a 
man of genius and charm, a brilliant improviser, a 
man of generous emotions but guided by no clearly 
thought out principles. He has unrivalled skill in 
steering through troubled waters; but he has no 
map of the course, and no knowledge of the currents 
and shoals ahead; ho does noit clekrly know whither 
he is steering.. His followers include fnany honest 
and bewildered men, who are doing their best, 
often at cross-purposes with one anoth^, to find 
solutions for this problem or that; but thby too 
have no clear idea of the kind of society they^rish 
to shape, or, if they have, they dare not define it 
because they know that most of their colleagues 
would repudiate it. The bulk of ^e coalii^on host 
consists o&the representatives of vested interests, of 
people who would start back in pajiic from any Iwld 
and far-reaching plan of reconstruction, and who 
want and hope for nothing more than that the 

d.2 
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minimam concessions shdhld be made, on this side 
or th&C to keep filing# going until we can get back 
tp something ns ^ika the state of things before the 
war as may be. Th 9 ,tis not the desire of the nation. 
And fwim such guidance no acceptable solution is 
likely to come. , What has come filom it is confusion, 
immense waste of money, constantly changing and 
illogical devices, and a steady diminution of the 
respect felt by the nation for itsi machinery of 
government—a progressive undermining of eonfi- 
denes in our institutions which is profoundly 
perturbing. 

On the other hand there is the Labour*^*arty, 
full of a new confidence^utwardly, at any rate.' 
Its strength is that it asserts the need for a new 
order, and proclaims that it knows how to arrive 
at it. And on the strength of this nssertion it has 
won many adherents among thinking men of all 
classes, who long to feel that they are working for 
a great c&use and a‘great hope. But the Labour 
Party’s actual programme is very vague and elusive. 
And ne^iessafily so; because its prophets cannot 
i agfee upon fundamentals. 

Taken rs a whole, the Labour Party is inspired 
by a ^nuine zeal for a better order of things. Its 
members desire fair play and a “ square deal ” for 
all men. Most of them in their hearts believe 
passionately in liberty and in individuality, and 
hate the idea o^the exercise of tyranny by any 
group or class, e?fen their own, or by an^r body of 
officials. They are, in essence, liberaU; and only 
do'not call themselves Liberals, &stly, because they 
think that the liberal party is identified with and 
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financed by the claas of Wustii/^ employ^, and 
looks at public affairs through ,their eyes j .and 
secondly because no clear and •convincing definitiqn 
of the Liberal attitude, or of iiije way in which it 
can lead ns towands a happier o^er, hae e^r been - 
put before them. Miftiy of them hftve adlopted the 
formulae of Socialism or of Syndicalism without 
very close examination, simply because tiiese 
formulae seem* to affooi methods of reaching the 
better order which they desire; and also because 
they are advocated with force and vigour by* some 
jrery able men «fho have realised (as Liberals have 
not done) the immense potency of ideas. 

Some of these loaders advocate State Socialism, 
the control of the whole machinery of production 
by the State through an army of officials ; a solu¬ 
tion which, in*the view of many sane critics, must 
have the effects, first of gravely impairing all men’s 
liberty, secondly of greatly reducing the oppor¬ 
tunities open to individual .eftergy, and* thirdly of 
finally breaking the back of our national system of 
government. /)thers advocate the new gospel of 
Syndicalism or Guild Socialism, which nould reduce 
the power of the State to a nullity, and create a 
series of vast monopolist trusts in all .the great 
industries, which woffid have-the whole popilktion 
at their mercy; but these prophets have not ye^ 
made up their minds as to Trow this scheme is f*) 
be worked, and quarrel with onejhnother almost as 
violently*as they quarrel with fSfb State Socialists. 

These two gospels are utterly incompatible and 
irreconcilable. But maOT members of the Labour 
Party have not realised their inconsistency. The 
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Labour, Party as g. whole,therefore, lacks any clear 
and tenable bod;^of agreed principles. This state 
, o£ things may‘contmue while the party enjoys the 
irresponsibility of qpposition, and is not called upon 
to shoW‘-in« practice how its vague and conflicting 
ideals arc to b« redised. Bbt it holds out little 
prospect of a helpful solution. 

Moreover the Labour Party is, by its very name, 
too much labelled as the party of a tlass, not as a 
national party. And it finds it very diflSoult to 
overcome this disability ; for, though it has 
recently attracted many idealists who are not 
manual workers, it is actually controlled, because 
it is mainly finaifced, by the Trade Unions; an4 
the new recruits find themselves unable to influence 
its policy. Finally the party is in a large degree 
I controlled by its extremist members, rJ’ho are allowed 
i an influence altogether out of proportion to their 
numbers both in the political party and in the 
Trade Unions. The‘policy of the extremists is 
j not national reconstruction, but class-conflict; not 
I democracy, but the dictatorship of the proletariat. 

• For^ll these reasons, the Labour Party in its present 
condition ofiers little hope to many men of good will 
who desire to work for a policy of national re- 
constrdetion and reconciliation; it is, indeed, losing 
the confidence of many of its recent recruits, who 
joined it because it sWed to offer a prospect of 
hope. 

Between 10680 " «wu groups stands th# liberal 
. Party, a feeble remnant broken by the war and by 

• the'political manoeuvres which foUowed it, and 
largely exhausted by the strain of ten years of 
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strenuous tenure of poVer. Yet^^feeble as is, it 
is the spokesman of a great liradition, the exponent 
of ideas which have inspired seal asd hope in t^ie 
past, and which are capable, if intelligently te- 
defined, of offering a reasonable and tenaJbl^olution 
of our problems in th8 future. 

It is the purpose of this book to show that the 
essential ideas of liberalism, as we have tried to 
define them above, if .they be interpreted in the 
more generous sense which was already beginning 
to be accepted before the war, can afford to ns the 
4 )rospeot of a healthier and happier society, to the 
creation of which we all may contribute; can give 
ps an ideal to work towards and principles which 
will guide us both in framing and in criticiring 
schemes of reform. 

.liberalism proclaims that it is the duty of the 
community to secure for all its members real liberty. 
It recognises that real liberty has not yet been 
secured for great masses of, people in (fur society,^ 
For real liberty must rest upon a material basis; 
it cannot be enjoyed by any man unless he is sure 
of an adequate livelihood in return for hdhest 
work, a reasonable security against the*miseries of 
unemployment, snfiScient leisure after his work to 
enable him to enjoy the good things of life, protec¬ 
tion against tyranny from any quarter, and th6 
sense that he is not a mere “ Hand,” but, if the phrage 
may be employed, a citizen of thfpindustry to which 
he give^his time and strengtlf,*and a servant of 
the community. • 

liberalism proclaims that it is the duty of the 
community to secure for all its members the chance 
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of ma^ng the most and tihe best of their own indi- 
viduaUty; and jt asSerts that the fostering of 
individual charatiteft and energy is at once the 
primary object of a Wealthy society, and the surest 
means Awards its progress and rfidvancement. It 
recognises uhat, ps things are, the mass of our people 
have too little chance of ■ developing their own 
individuality and making the most of their powers ; 
and that the community is indescribtbly weakened 
by this fact. The achievement of tjus end, which 
is one of the primary aims of Liberalism, demands 
not only Liberty in the large sense defined in the, 
last paragraph; it demands also that every man 
shall have the fiilesfopportunity of training fo^ 
his powers, both in childhood and in later life; it 
demands that, in the industrial world, the highest 
careers shall be genuinely open to felent, in suqji 
a way that no man may feel that his own advance¬ 
ment is won at the expense of his comrades; it 
demands that men of p,bility and originality shall 
'have real opportunities of carrying their ideas into 
effect, even when they do not win ofiSdal approval i 
it demands that a man shall have a real freedom 
of choice to the kind of work he will do, so far 
as his powers justify. 

liberalism recognises that in all honest work 
there are two aspects: the pursuit of individual 
benefit, and the rendering of service to the com¬ 
munity. ,In hearlj, all occupations these two motives 
for doing good work are not incompatible,* but can 
mutually reinforce Kine another; and in' a Healthy 
society every man should be consciously actuated 
by both motives. We are bound to recognise 
t^t; is % present state of things, most men are 
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tempted to think maiply*of indiyidual‘*bene^t, and 
very little, if at all, of service tg' the community. 
Liberalism therefore must desire so ^ change the 
organisation of industry as to strengthen the motiTO 
of service. Som^ people Speak of “ substituting ” 
the motive of service for the motive <(Jf private 
advantage. That is an exaggerated and misleading 
way of putting the matter. The pursuit of private 
advantage is not only Uiitural and legitimate, it is 
a means of cultivating individuality; and it only 
becomes harmful when it is at the expense of.oijier 
Jmdividualities and of the community. What we 
have to do is to bring into being a state of things 
jvhich will continually remind each individual that 
he must serve the community as well as himself, 
and that only so will he make the best of himself. 
Qpe essentiaP'means of creating such a state of 
things is to ensure, so far as may be, that the 
rewards which a man receives shall be in some 
rough proportion to the services he renders; that 
the enrichment of his individuaUfy which the reward" 
of his work lajrs open to him shall be*proportionate 
to the sacrifice of his individuality which he makes • 
in carrying on his work. This is, indeod,^n essential 
liberal principle; and it is obvious thaf in the 
existing order it is very far from being satisfied. 
It is, indeed, impossible to place an exact value 
upon different forms of service. Who would under¬ 
take to compare, in terms of casly the relq,tive value 
of a sedbnd-rate novelist and good scavenger ? 
For that reason the principle that reward should 
be proportionate to service cannot be laid doefe as 
a prpgramme of action, and those who so define it 
are unconsciously deceiving their readers. .But at 
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least it^is possible to recognise that some forms of 
service or disseisee aft grotesquely overpaid, and 
that others ar^gmvaly underpaid; and to hold the 
rectification of those grosser inequalities in view 
both schemes'of taxation |nd in industrial 
organisaffon. 

Liberalism believes that for the purpose of 
realising the aims defined in the foregoing para¬ 
graphs the use of the power of tha State is in¬ 
dispensable ; and while still adhering to its ancient 
belief, that compulsion should only be resorted to 
when absolutely necessary, it holds 4hat compulsion, 
for such purposes is altogether desirable, inasmuch 
as it is used for the purpose of enlarging and main-, 
taining liberty, and giving a fuller outlet to indi¬ 
viduality. It is the rightful function of the State 
to safeguard liberty. But, just for Shat reason,, jt 
is desirable that the State should in the main confine 
itself to defining the conditions under which various 
activities should be capied on. Even if it finds 
that in any induslry the demands above defined 
cannot be salllfsfied under its existing organisation, 
•it should rather prescribe a new way of conducting 
lit than im^prtake to conduct it itself; the general 
principle being that the function of the State is to 
Supervise,'regulate, and judge, and to afford protec- 
^on against the abuses of power, rather than to 
I undertake the direct ihanagement of a variety of 
'activities ; and t^at its main duty of regulation 
and protection i»'likely to be neglected or in¬ 
adequately performed in the case of activities oon- 
dueftd by ite own agents. 

Liberalism holds that the State which exercises 
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the vitally important powers thugi^defiiied oiight to 
be ultimately controlled bf the^ free will of the 
whole community. It recogniees that the existing 
machinery for making this will effective is in various 
ways unaatisfactosy and stands in need o^weform. 
But it will not, on tllht or on anyigrourfa, consent 
to any reduction or undermining of the ultimate 
stipreme power of the whole people such as is 
advocated by^ne wing of the Labour Party, any 
more than it jvill assent to the overburdening of 
the State with a multitude of new functions,* as is 
•advocated by aflother wing of the Labour Party. 

Liberalism holds that the ejcpenditure of the 
Btate should be cut down to the itdnimum necessary 
for performing its essential functions, and that iJie 
extravagant multiplication of costly offices recently 
effected should be brought to an end by a great 
simplification of the mac;hinery of central govern¬ 
ment. It holds that a reform of our system of 
taxation is necessary, and a bold treatment of the^ 
national debt. But this theme will best be dis¬ 
cussed later in this essay. Here we are concerned 
only to indicate the broad lines upon whiclfthe* 
central ideas of Liberalism would suggest that tjho 
problem of industrial reconstruction ^ould be 
attempted, '• 

But these generalisations are still too vague. H 
is necessary to get to closer'grips mth our subject; 
and we niust next attempt to aiftwer th» question. 
What has JLibhralism to say onobrtain criticisms of 
the existing social order now widely prevalent^ and 
how would it deal witi|) the problems which they 
indicate ? 
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' UBEBAUSM AND^CAPITALJSM 

It is all very well to talk airily about securing the 
material basis of liberty for all citizens. But no 
one has a right to make vague anS large promises' 
without being clear that the means of fulfilling them 
are available. Whatever the advocates^ of other 
political creeds may do, the advocate of a Liberal 
solution must avoid this form of disjjonesty. It is 
' impossibk to divide ammg the community more umlth 
than the community as a whole produces. If it does 
not produce enough, and cannot be induced to 
produce more, all such promises must remain vague 
ideals for the /uture. 

In the year before the war, the valhe of the total 
‘weafth produced or earned by the British people 
was estimated at about £2,000,000,000 per annum 
at the then value of money. Out of that there had 
to be'somehow set aside about £400,000,000* to 
iorm new capital and keep the machinery of produc¬ 
tion going: this would be the case under any 
system. The remilmder, available for disifibution, 

* Ws includes foreign investnunts; but as thesA mainly oon- 
sistei^^of British goods pud fpr by uinual interest instead of by 
a lump sum, they were an essenrii^ element in the development 
of produetian. 


M 



LIBERALISM AND CAPITALISM 46 


would have been eilough«to provide, ifdivWed out 
equally, about 13a. a week per hei,d of the popula¬ 
tion, or 668. a week for a family cff five; and out of 
that all the taxes, etc., had still, to be taken. Gf 
course it was not divided out equally; vey mudh 
the reverse; it was jjividcd with gross^equality. 
But the main point is that, «veif if it had been 
equally divided, the national product of wealth was 
quite insufiScient to do all that zealdus reformers, of 
whatever school of thought, desire. 

No change the distribution of wealth, however 
drastic, could ^ffcct this conclusion. The only 
possibility of a real improvement in the provision 
• of material well-being as the foundation of real 
liberty is to be found in a very great increase in 
the amount of wealth produced by the community. 
Yet it is .notarious that we are producing less real 
health than we produced in 1914. 

What is the explanation ? We are told that the 
main explanation is dissatisfaction with Jhe existing 
economic system. Men are not working thes 
best, because they believe that a la*ge proportion 
of the wealth Ihey help to produce goes to thos^who, 
have done little or nothing to earn it. Moreover, 
it is added, things will become WorsS inetead of 
letter until the workers are assured that justice is 
being done, or at any rate is being systematically 
pursued. And no doubt there is a great deal of 
truth in this. Confidence in the fairness of the 
eidstiDg* etonomic system ha%^been uftdermined. 
Qsnfidence must be established before any economic 
system will work well. 

Ask almost any werking-class lead.er what is 
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wrong; an(^ he will tell<you that it is the whole 
“.oapitffist systeh ” tljat is trrong. “ Capitalism,” 
he will say, “ mnft be eradicated, if confidence is to 
be re-established.” * 


•Under these condiaons Liberalism, like any other 
politicaNoj^d, must define ^uifb clearly what is 
its attitude towifeds i‘ Capitalism ” if its policy is to 
be understood. This would bo easier if it were 


quite certain what exactly is meant by the term 
“ Capitalism,” which is used rather vaguely and 


We all know what “ Capital ” js: it is wealth 
withheld from consumption, mainly in order that* 
it may be used for the production of further wealth, • 
as the farmer hol^s back part of his crop from th^ 
market in order that he may use it for seed. Every 
man who has bought a tool out of hjs sayings has 
to that extent created capital. We are all furth^ 

, agreed, whatever our political opinions, that capital 
I in this sei^e is indispensable for the conduct of 
I industry. Roughl}!, in h, complex society like ours, 

' we have to se1*aside year by year about one-fifth of 
all the wealth we create for the purpose of keeping 
*our mdustri'es going and expanding them. If we 
failed ta dd so we should soon be faced by ruin; 
just as th« whole world would die of starvation if 
all the* farmers used up all their crops instead of 
keeping back a part foi; seed. In spite of its many 
defects, the existing economic order has this un- 
questionabfe meri^,that it has somehow* secured 
the setting apart, year by year, of the requisite 
jimoqnt of capital. And no system will succeed 
unless it somehow succeeds in doing this. 
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But we are all agreed as io the necessili^ of ^pital. 
It is not this that the critics oF“the Capitalist 
system ” attack. What is it ? 

Many of them say that what is oBjeotionable Is 
the private ownership of capital*; they urge tha't 
all capital should iJb o^ed by the State.! And they 
further protest against the payment to the owners 
of capital of a substantial share of the product of 
industry, in the form of interest. 

Now, as things stand’ the new capital which we 
annually require is partly made by the creation of 
reserves out of,the profits of trading-companfes, 
whose shareholders forgo for this purpose the 
immediate distribution of part of^the profits ; and 
4'e shall have more to say about this form of capital 
later. But the bulk of new capital, and especially 
that which finances now enterprises, is made by 
thb savings of individuals, who do not spend their 
whole income, but lend the unspent balance to 
industry. It is true that a large proportion of the 
capital annually created—thoi^h not so large a'-* 
proportion, by any means, as many jwople think— 
comes from nien who have incomes so large |^at 
they cannot easily spend them all, and who there¬ 
fore scarcely deserve to be praised for “ tHHft*” when 
they use the unspent balance for the further increase 
of their riches. It is true, also, that this is an, 
unhealthy state of things;, though we have to 
remember that it is largely the existence of this 
very richaclass which has ensure^the settihg apart, 
year by year, of a sufficient amount of capital to 
keep our industries going. » 

But even the very rich, and still more the in- 
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numer^ole ^ple of modest means who annually 
save d share of iSieir ipoome'for investment, render 
a very great ser^ce to the community as well as to 
themselves -when tliey withhold wealth from con- 
sUmjJtion in ordoi that it may be used as capital. 
I They woijfd not save, or at all Wents they would 
I not lend their ‘savings, unless they were assured 
I of a reward for doing so. The reward takes the 
form of interest. And if private oMuiership of 
capital and the earning of interest *are to be pro¬ 
hibited, that means that private Shving must be 
prohibited—or that every man’s savings must be 
confiscated as fast as he makes* them. Strictl/ 
[Speaking it should mean that nobody would to. 
I allowed to own his own tools; for all tools,' as we 
•' have seen, arc capital. 

If private ownership of capital is hj. be prohibited, 
some other means of securing the necessary capital 
must be found. Some men, thinking only of the 
capital sppk in railways and mills and so forth, 
^nd forgetting that thfcse are always wearing out, 
and having \p be renewed, imagine that it would 
be jnough if the State were to confis&te all existing 
capital. The Bolsheviks tried this device in Russia. 
The result was that nobody created new capital 
by saving, since it was obviously futile to do so; 
^and in the absence of new capital the whole industrial 
system broke down, \jith the consequence of wide¬ 
spread ruin and starvation, which could only to 
partially "remedie^.by forced laboiB’ or sl%very. 

Some think that the State ought* to«to able to 
.get tall the capital it needs by simply requiring that 
a percentage of the product of every i];idustry should 
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ba set apart for this purpose. IMs woul4, of Vurse, 
amount to compulrory saving ay round. There 
would be no in^vidual choice fii Individual effort 
in it. It is assumed that the workers in ^rj 
industry would accjpt this arrangement„an(l forgo 
the increase in their w^es which yigy might other¬ 
wise have obtained. But we have seen how the 
miners, when they realised that the almost bankrupt 
State was making a profitjout of the mines, demanded 
that this profit should be distributed. It is not 
impossible that the same thing might happen agaio. 
In truth, the majority of Socialists recognise that 
even in the Socialist State capital would have to 
be drawn largely from private savings, on which 
iffterest would have to be paid; and that means 
private ownership of capital. 

What is the attitude of Liberalism on the private 
Ownership of capital ? Unquestionably it is that 
individual thrift is not only the one sure mode of 
providing capital, but the best; and there will be 
no individual thrift unless a man Is allowed to own 
what he saves.^ The Liberal would aSo hold that 
the exercise of thrift, and of intelligence and atten¬ 
tion in disposing of the capital created by thrift, is 
one of the most valuable and useful ways of express¬ 
ing individuality, of stimulating individuaf energy, 
and of diffusing interest in and knowledge of the 
industrial activity of the country. Far from agreeing 
to the abolition of the private owi^rship o^ capital, 
the Liberal woqjd desire to extend»it more widely; 
and in the'ideal liberal State everybody would 
have the chance of creating and owning capAial 
by thrift, while at the sa&ie time everybody would 

a 
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em ta® bu& of ][ua inoonfe by direct work of service 
to the community. 

, This is nottto Sayi that the ownership of capital as 
things now are is^ satisfactory from the Liberal 
point (of view. Very much th§ reverse. Though 
the numfe^r bf^bose who ovn a little capital is in 
England immensely larger than is generally realised, 
it is still true that far too great a proportion of the 
nation’s capital is owned,by a small number of 
people. These great accumulations of capital are 
dangerous, because they place too much power in 
the hands of the holders. But the true cure for 
this is, not to abolish the private ownership of 
capital (which is^-in fact, impossible), but to diffuse. 

1 it more widely. 

There are many ways in which this can be for¬ 
warded ; and these are entirely in accord with the 
principles of Liberalism. It is possible to forbid' or 
to hamper some of the more objectionable ways of 
^accumulating great masses of capital. It is possible 
to restrict the amount of capital that may be handed 
down by inlferitance from generation to generation. 
It'•is possible to help the break-up of the great 
accumulations by means of heavy death duties and 
in other ways, and this is a long-accepted part of 
Liberal fwlicy: the Death Duties are, as we know 
them, a Lberal invention. It is possible to encourage ■ 
the habit of saving and investment among the mass 
of the ppople by^uch means as were used to attract 
the small investor during the- war, ,and by making 
banking facilities (of a more conveni^ Mnd than 
the" Post OflSce Savings Bank provides) available for 
people of modest meanJ, and perhaps also by 
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insisting that industriaF compajiies«shaE ofier 
facilities to the small inre^r, Vp^ia.Uy t» the 
workpeople in the industry. • # ^ 

The more the capital required for the nation’^ 
activities is provicjpd by the thrift of haid-working 
folk, and the less it » provided,bjr thr giants of 
finance, the better it will be for Ihe nation. Indeed', 
unless the hard-working people leam ^to create 
capital by saving on a large scale, the reduction of 
large fortunes ipay actually hinder the development 
of industry by depriving it of the source from which 
,it now draws much of the necessary capital. But 
in actual practice very widespread investment will 
. only become possible when the mass of the people 
have incomes sufficient to make saving possible; 
and that will only be when the nation is producing 
for more wealth. 

feo far as concerns the ownership of capital, then, 
Liberal policy must *im at distributing it as widely 
as possible, and at using every means of discouraging, 
very great accumulations of capital in a few hands. 
This is the trjie path to economic Stability and 
economic health. 

If the term “ Capitalism ” means the <ireation of 
capital by private thrift, and its ownership by those 
whose thrift has created it, Liberalism must accept 
and defend Capitalism, but at the same time must 
aim at removing the evils of the present system by, 
reducing great accumulations oft capital^and by 
doing evel^hing that is possible? to bring about a 
very wide diffusion of capital. 


2 
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U^ERALISM AND CAPITALIST OONTaOL 

But there is another sense in which the word 
“Capitalism” is used by those who criticise the 
existing order. 

In this significance “ Capitalism ” is condemned!" 
not because it means private ownership of capital; 
but because the owners of the capital invested fli 
industry are regarded as claiming a position ot 
predominance out of proportion to the value of the 
services which they render and in itself inherency 
unjust. They are, in fact, treated as owners of the 
industry, "and this position of ownership is shown 
in three ways: (rf) by the fact- that all the residual 
profits, aftel' paying wages and salaries for the 
labour of hand and brain, are regarded as belonging 
to the orpners of the capital, however large these 
profits may be; (6) by the fact that the owners of 
the capital control the management of the industry 
by appointing its directors, who conduct its affairs 
,primarily with a view to earning the maximum 
profit for the c^ers; abd (c) by the fact that 
the owners of tiio capital can, whpn they see fit, 
wind up the business and sell its plant find goodwill 
without regard to any other consideratiou than 
their own financial advan'bage. 

62 
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It must be reoognisQd lihat thi^ does ii^ ^heoiy, 
and largely in practice, ref)reseVt the principles 
and methods on which the greater pafb of industry^ 
not only in England but throughout the wojjd, ^s 
to-day carried on. This is the* system which is 
known as “ Capitalisra,” and wlpnj^ is jlm-day the 
object of the most acrimonious criticism. It is 
opposed on behalf of Labour, which claims that it 
has a greater aoncern, *nd a superior right to be 
consulted, in thp management of industry. And the 
feeling which lies behind this opposition is largely 
• at the root of what is called the conflict between 
Labour and Capital. 

, Yet it should be noted that the question oHhe 
control and management of industry does not 
concern Labour and Capital alone. It concerns* ail 
tl^p factors which are necessary for the efficient 
conduct of an industry. And these factors number 
at least five, all of which are indispensable and no 
one of which could do anything withoflt the oo; 
operation of the others. 

(1) In the first place there is the Ibility which 
shows itself in initiation, organisation, and direction. 
This is always a vitally import&nt elemegt. But it 
is more important to-day than it has ever been, 
because we are only at the beginning of a period 
when everything wUl depend upon our fertility in* 
devismg new methods, maHng experiments, anej 
opening up new industries. lies fjie main 
hope of ofb being able, as a oonfinunity, greatly to 
increase our total production of wealth, and there¬ 
fore to make possible a wider diffusion of material 
well-being. This hope depends primarily upon the 



Bi LIBERAliSM AND INDUSTRY 

scope Wbicit our,sjBtem gives to men of ideas and 
initiative. The ^rvicfe which such men can render 
..to the commMiil^ as a whole is so immense that it 
T^illsjrepay a hundredfold anything that may be 
expended to secure it. In discussions on economic 
problems this ^spntial creative element in produc¬ 
tion is too often identified with capital, because the 
initiators of enterprises often themselves supply the 
capital necessary for carrying them on, or take 
their remuneration in the form pf interest on 
“ foiHiders’ shares.” The identification leads to a 
great deal of loose thinking. The ability which, 
initiates and directs is a distinct element in produc- 
tioi-^ which has its own well-earned claim to a share' 
of the product, and still more its plain title to a 
very powerful voice in the management of the 
industry which it enriches. 

(2) The second indispensable factor is executive 
labour—of many different kinds, including both 
^anual labour and l^rain labour. There is too 
great a tendency, when we speak of labour in 
industry.toAiink only of manual labour. Obviously 
manual labour and brain labour are equally in¬ 
dispensable ; each would be impotent without the 
other, just as both would be helpless without the 
oo-operaiion of the remaining factors in industry. 
lYe aU recognise in theory that this is so, and none ’ 
pore clearly than the*'ablest leaders of the Labour 
Party. |bit in aftual practice it is mainly manual 
labour that we ustlklly have in mindcwheff we *Jiink 
of bbour as a factor in industry, because it is, 
broadly speaking, manual labour alone which is 
represented by the Trade tjnions, which commonly 
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act (whatever they ma'5? sa^) as if “ Labour meant 
manual labour alone. We have *80 b^ constently 
on our guard against the danger ol ojerlooking the 
factor of brain labour in all its very v&us aspejt? f 
and for this reason there is soiuothing to ^ said 
for regarding it as a ^stinct factor, especially as 
its interests, though assuredly iK)t’itfoomf)atible, are 
by no means identical with those of manual labour. 
In any case both types of labour are deeply con¬ 
cerned in the prosperity and the right conduct of 
the undertaking in which they are engaged, and 
upon which theij welfare depends; and the tra¬ 
ditional view that so long as its agreed wage or 
•sakry is paid. Labour, whether j»f hand or brain,. 
Bus nothing further to do with the affairs of the 
undertaking in which it is engaged is a shallow and 
indeed an. insulting view. On the other hand the 
view that executive labour ahne produces the 
wealth made by the undertaking, and ought alone 
to be considered,.i 8 even more shallow. , 

(3) The third indispensable factor is Capital- 
Those who provide the capital by whiuh an industry 
is carried on,* and risk their savings in doin^ so, _ 
are obviously deeply concerned in the prosperity 
of the industry. But it may fairly bl said that, 
merely as the providers of capital, and apart from 
any share they may take in the actual, conduct of 
the undertaking, they have not the right to be 
regarded as the predominant factor, as the exclusi'\^ 
owners uf thp undertaking. capital in an 
undertaking is commonly provided in part by the 
initiators; even if the initiators supply no capital 
directly, they are often*oredited with capital as a 
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form (k payment for tteir Ideas and theit work. 
But this, though it (may often be necessary, is 
illogical and c^nfjisiijg. The initiator’s or organiser’s 
olai^ to a share in controlling the undertaking rests 
ftir m(jre ypon the'services whi^h he renders than 
upon the (^pital which he spppUes—far more upon 
his brains than upon his money; and it would 
avoid much loose thinking if this could be clearly 
recognised. Again, there i^ no logipal reason why 
the capital should not be in part jffovided by the 
workers in the undertaking, and it would be highly 
satisfactory if this were more generally the case., 
In that event the workers owning capital jrould 
have a double interest and concern in the prosperity' 
of the undertaking,, and a double claim to be con¬ 
sulted. But as things are to-day, the bulk of the 
capital is often provided by persons hot themselves 
engaged in the work of the undertaking. And while 
iFis obvious that such persons are rendering an 
indispensable service to the undertaking, which 
(Sbuld not be carried on without ■their help, it is 
plainly not right that they should be regaided as 
its fole owners, and that it should be carried on 
exclusively in their interest. 

(4) But Wdes the three factors already named, 
there are* two others, equally important. Which are 
commonly overlooked. The first of these consists 
of the TOnsumers of the product of the undertaking. 
Clearly the pros^rity of the undertaking must 
depend ujion the extent to which it is abl to meet, 
their needs. Indeed, every undertaking may be 
said^to exist, in a sense, for the service of its con¬ 
sumers. And while in sonfe oases it is difiSoult to 

c 
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isolate or recognise ^.diMnet bojiy <4 oonsnmera 
served by a particular undeiftakiljg, in other .oases 
this is quite easy, as in a docfc, unieftaking, which 
exists for the service of the shipping resorting^ to k 
particular port; qr, again, as in'sonfe branthes of 
retail trade. It may fairly be s^ij^ th^t the con¬ 
sumers of the product of an undertaking are 
definitely contributors to the prosperiW of the 
undertaking, aiid are genuinely concerned in its 
proper management. 

(6) Finally there is the community as a whole, 
.represented by the State. Manifestly the success 
of eupry undertaking depends upon the help given 
'to it, and the favourable conditions provide4'>iyf 
it, by the community and by the State. Prom the 
State it obtains the prote'otion of the law, the 
e»stence -of Settled order and of the general 
atmosphere of confidence and security without 
which no industry can be successfully carried on. 
To the infinitely varied activities of the community 
it owes good communications,’ the presence or 
• neighbourhood, of kindred industries wtiich facilitate 
its own work, easily accessible markets, and a 
hundred other conditions of success, wljlch neither 
Management, nor Labour, nor Capital could create 
of themselves. Moreover the community is deeply 
concerned in the way in which every industry itf 
conducted. It may be, or iflay seem to be, in thp 
inter^t of one or other of the ag^ive faetprs in an 
industry ft keep down the volunft^of its production. 
That is never in the interest of the community, 
which must desire the maximum production of 
wealth with a view to Ihe maximum diffusion of 
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comfort, it is very^mateidally in the interest 
of thp oommunil^ to ensure that every industry is 
so conducted ^s #otj!o be hostile to good citizenship. 

The conduct of industry is not, therefore, the 
donceiji sglely of* Labour or Capital. It depends 
upon the co-operation of at,^east five indispensable 
factors. And any hssertim on the part of any one 
of tteae five factors—even the community as a whole — 
that indukry exists exclusively for Jits benefit, and 
ought therefore to be wholly controlled by U, is untrue 
anfi y,njust, and is therefore likely to undermine confi¬ 
dence and to produce, in one quarter^ another; a sense 
of grievance. 

'^3JS[e must recognise that in our existing order this’ 
sort of claim is in fact made and enforced, in a large 
degree, on behalf of the owners of capital; though, 
as we shall see later, the whole trend of modem 
development in the organisation of industry is in 
the direction of modifying or qualifying this claim. 

It follows that if we mean by Capitalism a system 
■ m which the owners oil the capital invested in an 
industry are •created as the owners of the industry, 
literalism must declare itself opposed to Capitalism. 
For it is bound to contend that all the factors con¬ 
cerned‘have their own distinct and appropriate 
rights, and that therefore industry should be 
•organised on a basis which will recognise the 
^rtnership of ail these factors. 

^ But before'we ^pn to consider how this principle 
of partnerdiip should be wrought out M practice, 
it ^ be well to consider the other alternatives to 
Caihtslism which have been put before us. 
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THE SOCIALIST AND SYNDICALIST SOLUTIONS 

The exaggerated assertion of the rights*bf Capital 
has led to the promulgation of drastic projects of 
change, two of which, fundamentally inconsis^pt 
with one another „are advocated by various elements 
in the Labour Party. We have already considered 
'these projects in general terms ; but it is nece^r^' 
to look at them a little more closely. 

Both of these projects are marked by ope out¬ 
standing feature. They propose to remedy the 
e Aggerated claims of Capi^ by wholly disregarding 
the claims of Capital to any concern in the manage¬ 
ment of industry. The ground of complaint against 
Capitalism is that, thou^ Capital is only one of 
the five indisj)enBBble factors in fliroduotion, it 
nevertheless claims a predominant position; »yet 
these schemes propose to give a sin^larly pre¬ 
dominant positibn, or, rather, a mote preddminant 
position, to only one of the other indispensable 
factors; though one scheme chooses one factor fon 
special favour, and the other scheme choose another. 

The Socialist dbotrine contend that the owner¬ 
ship and Sontrel of all industries*should be* assumed 
by the Stale on behalf of the community. Some 
Socialists, frightened at tiie thought of the oonfiisbn 
which would result from* the immediate and sudden 

* tea 
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exeontion q| this giganttc p^jeot, explain that it 
must, be done ^addtlly, beginning with certain 
.^obvious industries liie the railways and the mmes. 
6ut ,we need not attach any weight to this qualifica¬ 
tion. alf it is once accepted ^lat the only just 
method of/)rganising industsy is under State owner¬ 
ship and control, the immediate result of beginning 
with certwn industries only must be to produce 
dislocatiofi in the rest; for the worfeers in the other 
bdustries would fail to see why they should be 
d^ad access to the milknnium, and would be apt 
to do their best (and they oould^do a great deal) • 
to make the conduct of these industries impossible, 
SriWi^thc result of infinite confusion, loss,and distress. 

The argument most commonly advanced against 
the Socialist system is that it involves control by 
an army of bureaucrats, and is likfely to lead ,to 
incompetence, delay, and inefficiency. We need not 
deal with this argument, though it has its importance; 
^e expeifence of the war period has driven home 
the inoral. Moredver no one denounces with more 
ferocity the •“ Prusaianism ” and tlie red-tape of 
State administration than that wing of the Labour 
Party (daily growing in strength) which has adopted 
Syndicalist or GuUd-Socialist ideas. 

It is ihore important to consider what would be 
the effect of the Socialist scheme upon the devebp- 
ment of new ideas, ndw processes, new inventions, 
new ihdustries, uppn which we must mainly depend 
if we are to increase the nation’s wealth ^iffioiently 
to diffuse prosperity widely. Under tlie eziating 
System the ini^tor of a new idea can get a few 
owners of capital to take^ the risk of trying the 
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experiment. In a la^e •percentage of oases the 
experiment fails—it is only^by such risks 

that progress can be made—and the gwners of the 
capital lose all that they have Ventuled. But 
venture is worth making because <if the experiment 
succeeds they maf make very large profits; and 
it is this speculative hope whioh’mhke^it posrible 
for new ideas to be developed. Under the ^ciaJist 
scheme the inventor of a new idea would have to 
persuade a Government ofiicial to agree to the 
experiment, arid the Government ofificial, since he 
would not be dealing with his own but with public 
money, would have to get the consent of the Treasury 
•He . would know that he would be liable to ^er' 
driticism if the experiment failed, and public dHonei 
were wasted. Is it not obvious that new ideas woul( 
stand a v^ry poor chance of being fairly tried ? 

"But there is a still deeper objection. If th( 
State became the sole employer of labour, as i 
would be under the Socialist scheme^ it wouk 
necessarily become a diredo party in every cofi 
troversy about wages and the conditions of labour 
and it would *also have complete control, withou 
any competition, over the types of goods wind 
the consumer could purchase, and ovet the price 
he would have to pay. ilat is to say, both worker 
and consumers would be far too much at the mere; 
of the officials who would represent the State. A 
things are now, the State (except in “ oontr 9 lled» 
industriea) stands aloof from tjlb conflict betweei 
employers*and employed, and from the conflio 
between {woducers and consumers. It exercises i 
very pov^ul restraining influence; it can, an( 
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often does, intervene in & diipnte; it oan perform 
the supremely important part—the most essential 
function of the^ State—of protecting the essential 
‘lights and liberties of all citizens against any abuse 
df poV.er., But under the Socialist scheme the State 
must necessarily abdicate Itunction. It must 
become an'inferMted party^ directly involved in 
every dispute. All the hostility now directed by 
aggrieved'employees agains|i their ejnployers would 
be turned against the State. And there is no use 
saying that there would be no disputes when the 
State became the empbyer. We ^11 know that there, 
would. We all know that there have been frequent 
..^isjvutes betweeni,publicly owned services, such as' 
municipal tramways, and their employees. We 
know, also, that the power of the State te bring 
about peaceful settlements of induutiial disputes 
has been greatly impaired during the war period 
by the very fact that the State had largely stepped 
into the pjace of the employers, and was therefore 
regarded by discontented workpeople as their 
enemy. Th^ is a result which is apt to be disastrous 
/or fhe welfare of the community. * 

(tee further result of the Socialist scheme ought 
to be noted'. It would complete the ruin of Parlia¬ 
ment. Parliament is already prevented from doing 
its work properly, and from exercising adequate 
control over the officials of the great departments, 
bV the mere fact that it has too much to do. What 
the result would $s if tiie management tf all the 
industries of the country were added to*its present 
functions oan only be left to the imagination. Most 
certainly it would be quite unable to ezerciBe any 
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efiective supervision |»Tei the armies of officials 
who would be required^ and 4hese»VouM become in 
practice irresponsible. 

More than that, a general representative body ii? 
quite incompetent to deal with suCb vast and eqpiplex 
concerns. The members of a Socialist parliament 
would inevitably devote themselves tfe sectional 
interests, and would run very grave dangers of 
corruption. And Parliament would be^'quite in¬ 
capable of performing its supreme function of 
watching over ‘and protecting the interests of the 
community as a wjiole. In the desperate attempt to 
get over this difficulty, Mr. and Mrs. Webb actually 
propose that there should 
parliaments, one for political, 
questions. That would not get over the difficulty. 
Even Sr special industrial parliament would not be 
edinpetent to deal with all the problems of oB the 
industries. It would only add the hew difficulty of 
a constant conffict of authority between two supreme 
parliaments, for it would be quite impossible &} 
mark off clearly and finally the sphens of the two 
bodies. * , 

The desperate difficulties in which the Socialist 
scheme lands us as soon as we begin to^ork it out 
in praotioe has encouraged the rise of* another 
scheme, violently in conflict with State Socialism, 
but nevertheless advocated Jby many members of 
the Labour Party, some of whom do not evefi 
recognise 4he fjindamental incons^tency of the two 
schemes. This is the project known as Syndicalism 
or (in its kid-gbve form) as Guild Socialism.*- It 
would hand over to thd Trade Unions (which are 
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somehow to be made to jnel^de the biaiii workers 
as well as fiie ihjinuaj workers in eaeh trade) the 
absolhte control 4nd management of each industry. 
CAg various prophets of this project are at logger- 
heads>^ to how it«should be worked out in detail. 
They are agreed only in saying %hat the producers 
must hav^ cofaiJlcte control, and in practically 
abolishing the power of the State to make any 
conditions,at all as to how industry should be con¬ 
ducted ; and they assert that this will lead to a great 
enlargement of liberty. * 

Assuming for the moment that it would increase 
the liberty of the workers so far as their ptoduotive 
jmrk was concern^, it is obvious that it would not 
incrabe the liberty of the consumers, since it woulfl 
set up a vast system of monopolist trusts, which 
would have the purchaser absolutely »t tljeir mercy, ’ 
and which, unlike Capitalist trusts, would be in ho 
way checked or controlled by the State. And as 
every indiyidual only takes part in the production 
dSi one article, or a fractitin of an article, but consumes 
many thousafids of articles, on the balance every 
man would suffer. • 

^ut even in his productive work, it is hard to see 
how auy fnan’s liberty would be increased. It 
appears that his payment is no longer to be called 
wages ” but “ pay ”; but it is hard to seh what is 
gained by a change oj words. It appears further 
that the worker is not to receive this pay in return 
for work, but on^*^e ground that he is«a human 
being. If that means anything, it means that he 
is ta be paid the same whether he works or not; 
which is hardly likely to* bring about the great 
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inoreafie of wealth-pr(|iutii6n that h neoeseary it 
the whole community'is to^ f^ovidftd with the 
means to a good life. It appears, also, that thei 
officials of each industry are to* be elected, instis&d^ 
of being selected on the ground’ef their cafpjrcity; 
if that means greafer freedom (though it is hard to 
see how it do^) it oerlainly does’nfit nlban greater 
efficiency. It appears, also, that a man may be 
expelled from the Guild or Trade Union if»he offends 
the elected officaals. What will happen to him when 
he is expelled ? He cannot go to another employer, 
for there will be no other employer in his traAe. 
And he cannot get admission to another Guild or 
•Trade Union. This may be a^ enlargementi**si’ 
fiberty, but it does not look like it. 

But in truth it is mere waste of time to discuss 
this undigested and ill-thought-out proposal. It is 
iibpired partly by a well-meaning loose-thinking 
idealism; but it is also partly inspired by mere 
impatience, by venom and by hate;and hate 
cannot be the parent of justice. . 

We have agreed that the Capitalist system of 
organising industry has grave defects, and tha^ its 
central idea—-the exclusive ownership of industry 
by the owners of the capital investeS in it—is 
fundamentally unjust, because it gives an undue 
.predominance to only one among the five in* 
dispensable factors in industry. But when all is 
said, the Capitalist system has produced ver^ 
marvellous results; and althoq^ this should not 
blind us tA its defects, it is necessary to recognise 
the facto if we are to think sanely on these difficult 
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It has been under th^ (^pitalist system that 
man has a(tquir64 a pontrol over the powers of 
naturfe beyond w^at anybody could have dreamed 
tf •?. hundred &nd fitty years ago. And the bound¬ 
less energy in wo?k»g out new ideas which has led 
to this result, even if its principfil motive has been 
the making of*gkim for individuals, has at least 
enabled us to support a vastly increased population 
in a degree of comfort far surpassing that enjoyed 
by any generation of our ancestoA. Apart from 
the dregs of our population (who fortn the greatest 
shame of our civilisation) no one who will honestly 
consider the facts, with adequate' knowledge, can 
that in the general standards of life and in' 
theroriety and range of opportunity open to nearly’ 
all men, the men of our generation—the poor as 
well as the rich—are far more advaptageously 
placed than the men of any previous generation. 
That is due to the amasdng increase in the produc¬ 
tion of wealth available for distribution which has 
b^n brought about during the period of Capitalist 
ascendancy. It has been accompanied, and is still 
accompanied, by many injustices.' It has not 
succeeded in avoiding the denial to many thousands 
of the cbanfce of making the best of their own lives. 
But that* can be said equally, and probably with 
even greater force, of every system- of oiganisation 
that has yet been tried upon tins planet. 

" A further achievement of the capitalist period has 
been the immense development of inl^mation^ 
trade, which has been fostered by the restless 
s^rCfa of individual enterprise for new inodes of 
;Wwth-makihg.. - To ns this devebpment is of deeper 



SOCIALIST AND SYNDICAUSfr SOLDTitlits «7, 

concern than to any c^hw nation; for we depend 
for our very cjdstenoe upon f(jreigi^adl—^upon our 
ability to produce, and to sell to p;th 0 r peoples, at 
prices they wUl pay, sufficient quantities of goodi»t^ 
purchase the food-supplies without which^we* 
perish. Our depeifilence upon export trade for the 
very means of subsistence has*blcdme %o absolute 
that, in any changes we may make, we must be 
perpetually on the alert lest we lose the advantage 
in this sphere wliich has been won for us durbg the 
capitalist period. 

But there is another achievement of the capitalist 
period, not less important, which offers the means of 
rectifying the evils of the systjm. During 
d&pitalist period, and side by side with the organisa¬ 
tion of capitalist power in the economic sphere, 
there has ]bee» developed in the political sphere a 
domocraticahy controlled State, which (whatever 
its defects) stands outside the economic conflict, 
and is able to perform, and has in many respects, 
though imperfectly, succeedM in performing, t& 
function of safeguarding and protecting all men 
against the abhses of power. , 

We are all agreed that in the new era now opening 
we must use the power of the community more 
courageously than we have hitherto done to banish 
the injustices and inequities that defile our civihsa'^ 
tion, and in particular, as part of that great task, 
to remove the fundamental injustice which gives to* 
the possesaors ^f accumulated wealth or capital a 
degree of jxiwer out of proportion to the services 
irfiioh they ren^r. But in doing so we must n&ke 
sure that we do not endanger the one outstanding 
• S' 2 
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good result of the Capita^st system—the rapid 
more^ of*weaftlj by, the exercise of adyenturons 
initiative an<! eijer^; for without a great increase 
fif«wealth we'cannot give happiness to our people. 
And ^S'must alsoriAake sure that instead of weaken¬ 
ing we strengthen the power 'of the democratic 
State to adii a?"tfie guardian of the interests of the 
whole community, and to protect the liberty of all 
men against the abuses of power. 

The two mutually incompatible gospels put 
forward by the prophets of the Lalfcur Party offer 
no prospect of fulfilling these ends. In the first 
place, they are both unworkable; they are both 
4ii)i;ried devices,,the detailed operation of which' 
has iSot been clearly wrought out by any of the& 
advocates. In the second place, they are both 
marked by the same defect as Capitalism, namely 
that they give a preponderant place to only ohe 
of the five indispensable factors in productive 
industry, ,and therefore ensure endless bitterness 
and strife. In the third place, they both seem 
certain to rewilt not in an increase but in a dimiau- 
tiop of the amount of wealth available for distribu¬ 
tion ; t^nd, what is even more important, they are 
likely to endanger the export trade by which we 
live, since neither the Socialist nor the Syndicalist 
, 83 r 8 tem is likely to concentrate its attention upon 
producing goods at prices low enough to command 
foreign markets. Finally—and this is perhaps the 
most imppi^nt .of eU—they bot{i threaten to 
destroy the power of the democratic State to act 
as the gua^n and protector of the liberty of all 
citizens. 
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But to say this is nit to say (asothe defenders of 
vested interests habitually coutenij th§t there Is no 
alternative to the present systtta.* We have ngsV 
to consider how Liberalism would propose to deal 
with the industrialtproblem; how we oa*n hope to 
approximate to a fair £i)djustment“ofrthe*rights and 
ch^s of the five indispensable partners in the 
conduct of industry. 




VIII 

THE fEIHCIPLES OF LIBBER INDOSTEIAL POLICY 

While liberalism is compelled, ‘for the reasons 
we Have given, to discard both the State Socialist 
and the Guild Socialist schemes, as promising even 
Ejprse results than the present system, this does 
notVy any means imply that Liberalism is satis¬ 
fied with tho present system. On the contrary, 
Liberalism must regard the preset system as 
unfair, and as standing in need of far-reachmg 
changes; and this for three principal reasons:— 

(1) Becjause the system permits excessive in¬ 
equality in the .distribution of the products of 
industry, thfii owners of capital, in particular, being 
top often enabled to take a share of the product out 
of all proportion to the value of the service they 
have rendered: 

(2) Because the system too markedly dissociates 
j the enjoyment of'income from the performance of 

social ^rvice, and uu^July emphasises the motive of 
‘ gain, thus weakening the motive of service: j 

(3) Because th4,system does not ^ve a, fair chance 

to every man of making the best of his own indi- 
.viduality, and thereby impoverishes the whole 
community. - * 

When we set out to define how Liberalism should 

70 
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endeavour to cure tHesd evils our civilisation, 
there are two fundamental •priribsple^*which, must 
be laid down at the outset. , ^ 

The first is that we must recognise and loyally 
accept the facts o{ the situation,'and net ta'ke the 
easy course of shutting our eyes ,to facj;s which do 
not suit our theories. One outstanding fact which 
governs the whole economic situation is that we 
cannot, in the«e islands, support ourselves. We 
live by our export trade, which brings us the food 
necessary for our sustenance. If wa are to earn 
enough wealth to make possible a universal good 
_ standard of well-being among our people, we must 
, produce goods cheaply enough to commanc^ large 
foreign markets, and this brutal fact, which cannot 
be argued away, must govern all our policy in 
iVgard to'wafes and prices. 

The second principle is that there can be no 
single, sweeping formula or panacea, such as those 
which State Socialism an^ Guild Sodalism pnt 
before us. Not only does liberalism believe in * 
variety of method and in abundant experiment; 
the industries by which our wealth is created vary 
so widely in their conditions and in thfir stages of 
development that no single formula could'possibly 
cover aU their needs. * . 

Some industrial imdertakings, especially, in theit 
early and experimental stag^, can only be expected 
to thrive under the complete control of an individual ’ 

, enterpriser^ often a capitalist who is willing to risk 
the total loss of his money on the chance of achieving 
great success. Others may be controlled and 
maMged by the workers with hand and brain 
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engaged in thep, boirowt^g on the market, or 
supplying IheniKlves^ the capital they require. 
Others may^be,be^t conducted by organisations of 
\lib consumers whose interests they exist to serve. 
Othe»3—well-estafbhshed concerns following under¬ 
stood methods—may lend themselves to a variety 
of differeni experiments in the co-operation of the 
various factors of production, labour, management, 
capital, thb consumers. Yet others more especially 
great monopolies or public service^, may be best 
carried on under public ownership and control, 
whether on the scale of the municipality or on the 
scale of the nation. In a free, progressive, and 
ente^rising community we ought to contemplatf 
and welcome an infinite variety of method. And 
such a variety is wholly in accord with the ideas of 
Liberalism, which does not believe iif cut-and-drifd 
formulse. 

It is worth noting that even as things now are, 
thoqgh control by t^e owners of capital is the 
general rule, there is much greater variety than 
people generally recognise—much greater than the 
State Socialist or the Guild Socialist theories would 
permit. T^ere are great undertakings in which 
the ultimate control rests with the consumers, who 
provide the bulk of the capital required, such as 
the great Co-operative Societies. There are under¬ 
takings in which the amount of the return taken by 
(Uipital is strictly \imited to a fixed rate of interest, 
the balance being wholly spent upon sodial service, 
as in the Public House Trust Companies or the 
Garden Suburb Tenants’ Companies. There are 
statutory public trusts in which the same rule holds, 
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like the Mersey Docks Harbour Board, which 
is forbidden to make any proit. ffihere^^are mwier- 
takings managed wholly by the, werkjprs, such a@^ 
the small Co-operative Production Societies, ana 
the recent experim^t in Building Guilds, 'fcere 
are very numerous undertakings owned by munici¬ 
palities, the profits of which go *to the r^ef of the 
rates. And there are a great many different kinds 
of experiments in Co-partnership or Profit-Sharing . 
as between employers and employed. All these 
are departures from a purely capitalist system. 
The work of the Gp-Of»erative Societies and of the 
municipalities is already on so great a scale as to 
constitute a material modification oftthe “ capita^st ” 
character of our system. It is no longer true to 
say that industry is managed on a purely capitalist 
ba^is. Industi^ is feeling its way along many 
new paths, some' suitable for one kind of work, 
others suitable for another. It is the mark of 
wise men to learn from exp^fience rathe*.’ than tg 
act on abstract and untried theories spun from their 
inner consciousness. We can learn S great deal 
from these experiments, and the more varied they 
are the better. , 

Not only are many new experiments in industrial 
organisation now being made, but there ire two 
Very instructive developments aSecting all the 
reg^ capitalist undertaking which suggest that, 
a change is nadually taking place in their character. 

The first w these is the fact tllat an increasingly 
large propoi^on of the capital invested in industry 
takes the form of debentures or preference shares, 
which^eam only a fixed and limited rate of interest, 
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and do not gfit any sBarf of the residual profits 
beyond t^s. So faS' as shareholders of this typ 
^re concernpdf itfis not true that the concerns in 
which their money is invested are run solely to 
earn dividends'for them. Tlye steady increase in 
the proportioji pf the capital invested in industry 
which is obtained on these terms shows that there 
is an immense class of thrifty investors who desire 
only a moderate return on their savings, with a 
reasonable security. This is quite different from 
the«ims often attributed to the “ bloated capitalist 
and the relative growth of this Aype of capital is a ■ 
very significant thing. 

"^he second development is much more recept. 
It is the assertion, on the part, of the State, of a 
right to a share in exceptional profits earned by 
industrial concerns. This claim ' was first ,put 
forward as a part of war feiance in the form of the 
Excess Profits Duty. That is, as it stands, an 
extremely unfair tax* which gravely penalises enter¬ 
prise, presses with great injustice on some people 
while it letf off others more lightly,, and lends itself 
t*i deception and evasion. It cannot last in its 
present fqrm, because the basis on which it is levied 
is wholly unfair. But something of this kind is 
likely fo become a permanent part of the national 
fiscal system, because it is manifestly reasonable that 
when a concern is exieptionally prosperous it should 
share its prosperity with the community, to whose 
co-operation it no small measure hue. 

^We are thus obviously living in a time when the 
economic system is undergoing a transition, a 
transition the tendency of which, as a whole, is to 
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minimise the more objlc^ionable features of capi¬ 
talism. We ought to study Sxid bhdeiptand these 
changes and experiments, in order that we may sp^, 
far as possible guide the stream, of change i^j the 
direction which weedesire. It is much eSisie/and 
more effective to makeeuse of ^ power^pl current 
than to try suddenly to deflect it into a wholly 
new course, in which it may very easily^ burst ite 
banks and destroy the fields. 

But whatevea different methods of organisation 
and control may be sot on foot by the enterprise <jf 
public-spirited men in a free community, there is 
one essential condition of social health which is 
demanded by Liberal principles. 'The democratic 
State must te kept as free as possible from being 
an immediate j)arty to the controversies and the 
frietion which must alwa]^ arise in the adjustment 
of the claims of the various factors in industry, in 
order that it may perform with impartiality its 
primiary function of safeguarding the nghts^nd 
liberties of all citizens. 

Even when an industry is brought under public 
ownership on a national scale, the State as sifch 
should, on this principle, hold aloof from the business 
of direct management. Its duty should be to 
define the general principles in accordance with 
which the work is to be done^ to see that the right" 
people are chosen to carry it on, to hold itself freei 
to criticiseJthe results of their wetrk, and to devise, 
when neceajjar^, the means of lemedying any in¬ 
justices or failures that may be developed.. In 
industry, as in other spheres, the function of the 
Statu is not to do the work itself, but to lay down 
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the rules under,which it Is p be done in such a way 
as to 8ecu^(> thclShigHest degree of justice and free- 
(^om; and thau to make sure that those rules are 
observed. 

Ill laying doW'n rules for the conduct of industry, 
a Liberal ^Sta|« .will have regard to the rights and 
claims of each of the five main factors in productive 
industry; it will not, like the State Socialist and 
Guild Socialist schemes, pay atten^^ion to only one 
of them. It will think of those five factors as partners 
in the production of the wealth by which the nation 
lives; partners who cannot bei,expected to work 
weir together unless all get their due. It will there- 
for(vendeavour,'both in respect to the sharing of the 
product and in respect to control, to secure for 
each factor its due, and to make it easy for them to 
co-operate in zeal and harmony,' while lea^ng 
freedom for all sorts of experiments and varieties of 
method. 

What are the reasonable claims of each of the 
five contributory factors ? What are the. condi¬ 
tions which^will evoke the best activities, not of 
oi.e, but of all five ? 

(1) Initiative and organising ability, in the first 
place, ought to be assured of a solid reward pro¬ 
portionate to its efficiency, since'it is the most 
‘ potent creative force in industry. This reward, in 
, most cases, may appropriately take the form of a 
commission, eithea on the total turnover or on the 
surplus of the industry. It is generally undesirable 
t'E^ it should take the form of an unlimited share 
'of the surplus profits of t^e industry, based upon a 
nominal holdi^|[of capital; because this pauses 
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confusion between the return on caj)ital (which is 
interest) and the rewards for ijiitiaji^e ^ort. ^ut 
the main thing which this kind of^abjlity needs an^ 
desires and ought to get, in the interest of progresk*,' 
is a very powerful voice indeed m’the managefient 
of the concern. A very^ powerful voice, but not, 
absolute authority, which can* never be safely 
trusted to any human being. 

(2) Labour of hand an^ brain is entitled to expect 

from the industi'j^ to which it is devoted (a) a wage 
sufficient to maintain a man and his family, ii) 
reasonable comfort ^according to current standards, 
this being the primary claim on the income of every 
c6ncem; (6) additional rewards for, special skill or 
exceptional energy; (c) reasonable security agamst 
the loss of employment through causes not within 
control, such a* fluctuations of trade; (d) hours 
shoft enough to avoid serious fatigue, and to leave 
a real margin of leisure for the enjoyment of life; 
(e) such a degree of influence in the conduct of-tl^g 
business as may make a man feed that he is not 
treated as a mere commodity hired in'fthe market, 
but as a partner in service, a citizen of the industry; 
(/) real opportunities and prospects of promotion 
such as may give interest to his work and encourage 
him to put his heart into it. * 

(3) Capital must receive a fair rate of interest, 
otherwise it will not be forthcoming; and it is 
entitled to such a share in the myiagement of the 
concern as vfiil onable it to ensura that its stake in 
the concern Is not being endangered by rashness, 
or by the exaggerated claims of the otto partici- 
oanta. Where the risk of liotal loss is slight, capital 
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has no more than a right to the market rate of 
interest; h^ no ^ght * o bonuses, or distribu¬ 
tions of free sljares. Where the risk of loss is very 
'^eat, as in 'new and experimental business, capital 
musf be,offered the chance of very largo profits, 
otherwise the funds necessary for useful but risky 
experimeifts \?iir nOt be forthconiing. 

^ (4) The consumers of the product of an industry 
have the Tight to receive the commodities produced 
by the industry at the minimum ^rice compatible 
with the fulfilment of the conditions already laid 
down.' Where there is free competition among a 
number of concerns in the same industry, this may 
be trusted to secure the desired end. But where the 
industry has been organised on a monopolist basis, 
either under public ownership or otherwise, the 
consumers ought to be safeguarded by State action, 
and may in some cases legitimately claim to* be 
represented in the management of the industry. 

(6) The community, and the State acting as its 
representative, have'the right to be assured that 
every concgrn carried on under State protection 
pjoduces for the benefit of the ‘community the 
largest possible amount of wealth, without artificial 
restriction; and where such anti-social restriction 
is being practised in the presumed interest either 
of capital or of labour, the State should have .the 
right to intervene, cand to inquire into, and if 
possible to suggest the means of removing, the 
causes of the eviji. Moreover, singe tie State and 
the community contribute in iimumeifeble ways to 
thb successful working of all industries, they have 
in theory a rigkt to a direct share of the product. 



PRINCIPLES OP INDUSTRIAL PQLICY *79 

It would be unwise to enforce this claim in all 
oases, since this wotild hllmper,the,(fcvel^pmen^ of 
industry; but assuredly the State h|s dvery right, 
to claim a share in the product of con^rns wMch' 
are enjoying exceptional prosperity’ especially rfhen 
the prosperity is due*to conditions over which the 
organisers of the inUustry have n6 c’ontroK 

Liberalism aims, then, at bringing about a fairly, 
adjusted oo-operation or partnership between all 
these factors in inSustry, in which no one of them 
shall have an exclusive mastery but all shall hsive. 
a just share of the product, and also such a share 
of control as may enable each to feel that it is 
treated as a partner, and as may be appropriate to 
the part each plays in the common- effort. 

Now this is plainly not at all easy to secure. We 
cannot simply ky down a few broad and rigid 
rules; to be applied to all industrial undertakings 
alike, defining how the product is to be divided, and 
how the functions of control are to be shared. 
cannot do this for two reasons: firstly because the 
conditions vary infinitely in various indastries, and 
in especial the relative importance of the variou| 
factors differs widely from case to case; and^secondly 
because the laying down of any broad and "rigid 
rules would be to destroy just that elasticity and 
freedom for experiment which it is most important 
to maintain. 

But the difficulty of finding a shgje cut-and-dried 
solution for this gompiex and man^-sided problem 
ought not to make us feel that we are on the wronp 
lines. On the contrary we ought to recognise tha^ 
in dealing with a problem vAuoh has the complexity 



80 J.5PERAXISM AND INDUSTRY 

and variety oj life, any out-and-dried solution is 
oertam to^ wydeqiriate. * 

^, No one woqld ^eny that the best way of solving 
our problems woidd be by means of frank discussion 
and' oo-operatiod between r^resentatives of the 
various factors in each industry, especially because 
this would render possible the variety of method 
jiecessary to meet the varying neede of different 
industri*. And the freedom and variety thus 
attainable would be wholly in accord with the 
.ruling ideas of Liberalism. Unhappily the atmo¬ 
sphere of mutual suspicion andjiistrust, now widely 
prevalent, has made such frank diseussions hard to 
ac^eve. The primary objects of a liberal industrial 
policy must therefore be (1) to remove, so far as 
possible, the more obvious causes of this distrust, and 
(2) to set on foot appropriate machinery whereby the 
partner-factors in industry may freely adjust \}heir 
own relations with the support and encouragement 
,At-the State. 
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TEEATMENT OP HNEMPDOYMENT • ■ 

1 

The first fact*whieh must strike any student o! 
the existing system is that, so far as concerns *th6 
rates of wages, the hours of labour, and the distribu¬ 
tion g( work among different tyros of workers, 
there already exists a system of mvided control, 
since all these matters are settled, in all the main 
industries, by,negotiations between the Trade] 
Unions and the accepted spokesmen of the direetors 
of the industries, who speak not only for capital' 
but for management. ^ 

But there are two defects tn this system. 
first is that it is only the manual labouj^ engaged in 
industry which shares in this divided control; brain 
labour has, as a rule, no part in it; nor have ttte 
consumers. The second defect is that itiis divided 
control, not partnership. It is a rel atioa (jf .oeafliot^ 
pot o f co-operation. 

' tfn"35nftWdIy the Uptem of/!ollective bargaining 
has brought about great improvements in the 
conditions oj industry; and it giTr?s us the founda¬ 
tions upon whiok something better may be raised. 
But it cannot be regarded as a healthy state *of 
things that the bargaining should be carried on, as 
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it now generally is, undei; a threat of forcible action 
ruinous to, all ‘^conceped. (Under such conditions 
each' side ^ tho^ bargain naturally and necessarily 
‘‘ihinks primurtfybf its own interests, and often 
tak^ a short-sigkted view of how these interests 
can best ^»e served. 

It ought tb 'be a recdgnised and self-evident 
principle that the well-being of the worker and the 
prbductivo activity of the industry are in the 
fullest sense mutually dependent.* The acceptance 
of this principle is impeded, on the side of the worker, 
ijy ks conviction that the sole end for which the 
industry is conducted is tho making of profits for 
the owners of capital. It is impeded, on the side of 
the Srganisers and directors of the industry, by the 
belief that the effect of many Trade Union methods 
and stipulations is to place needless difficulties in 
the way of production, and that, though the purfJbse 
of these restrictions is the defence of the worker, 
their result is to hamper the industry as a whole, and 
tfierefoie to impoverish both the workers and the 
community.* Collective bargaining conducted under 
a threat between two parties inspired by such beliefa 
is^not likely to lead to good results. In so far as 
jthis mutual distrust rests upon real foundations, it 
loan only be got rid of by dealing with its causes, a 
spoint to which we shall return later. 

In the meanwhile.it is important to recognise 
that, over a large field, divided control already 
exists. It shbula.be tfio object of ^dhwal policy to 
turn this divided control, within its* appropriate 
sphere, into an organised system of partnership in 
control. Just as, in foreign relations, we am at 
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substituting frank discussibn and oq-operation in>a 
League of Nations for secret dif)lon)acy, i^ltintatiiins, 
and discussions under the threat ^f^ar, so, in the^ 
industrial field, the best results are likely to he 
obtained by open qpnforence unSer peaceful bon- 
ditions. 

The path of development has already been indi¬ 
cated by the Whitley Councils and, still mofc-' 
clearly, by the system recently set up for detisrmining 
labour problems.on the Railways. It is wisdom to 
recognise and develop a healthy process of evolution. 
But we need to go^uch further than we have yet 
gone; and in so far as the Whitley Councils have 
failed to achieve their ends, part of the causa lifis in 
the fact that their functions have not been widely 
enough conceived. The object of any such system 
should be, not the mere avoidance of disputes, but 
the’just determination of the conditions of work in 
the industry concerned. And it should consider 
not only the prohlems of the., manual-workers,» u'i()r 
also those of the brain-workers; and should have 
regard to the needs not only of the pAducers but 
of the consumers. • 

These conditions would be satisfied ii in every 
organised industry there were a standing douncU 
including not only Trade Union representatives and 
spokesmen of the managerial and organising side of 
industry, but also directly appmntod representatives 
of the brain-workers in the indust^. Such a 
Council shoi^d have power to cbnsider minimum 
wage-rates or salary-rates for each ^ype of labour, 
whether of hand or brain, |he hours of work and the 
problems of fatigue, the methods of workshop 

G e 
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organisation, ai^d, in short', all the problems aSecting 
the .worked in cljis rplatioif to his industry. The 
agreed decisiojjs ,of these Councils should, after 
being reporlfed to the Ministry of Labour and laid 
upon the.table in Parliament, be made binding upon 
all concerns engaged in the industry, as minimum 
conditions'^; leaving to each concern the power to 
make such special arrangements as it thought fit, 
so long a^ these minimum conditions were observed. 

In order that these Councils might be enabled to 
cany on their discussions with adequate knowledge, 
it would be necessary that they ^should have before 
them certain general information as to the financial 
condition of th» various concerns in the industry. 
They should know what was the average rate of 
interest earned by capital in the industry, what was 
the rate at which capital could bo Isorrowed in the 
market for necessary expansions, and what share 
jf the gross product had to be devoted to administra- 
|j,v3.and*other expenses. They should have before 
them the fullest' available information as to the 
prospects of the industry, the extent to which it 
irpended on export, the state of the market both 
:or raw m^bterials and for the finished product, and 
the prbgress of new and improved methods in our 
)wn and other countries. 

The institution of such a system would mean the 
jreation of a real partnership in the deter mina tion 
>f the condition8/)f the industry as a whole. In all 
natters aSectingi' the conditions of fabour there 
vquld practically be joint control instead of divided 
wntrol. And it is very unlikely that, working on 
ittch a basis, bodies of reasonable men would fail to 
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arrive at satisfactory solutions. At the same time 
the workers would pre&rve ^e right to witlAold 
their labour if they were dissatisfied with the results 
of these discussions and could not ibthin a recon-i* 
sideration of the Council’s deciSlcais. Bpt before 
they did so it would be reasonable that a clear state¬ 
ment of the reasons for Ihe decisions of the Council 
should be circulated to all the workers concerned.. 
On the other hand .indi^dual concerns would 
preserve (subject to- the general conditions imposed 
upon the whole industry) the right to work in Jh^ 
own way, and to c^rry on their own experiments. 

The institution in every organised industry of 
Councils of this kind, enjoying largp powers, would 
■be a proper subject of legislation, whicli might liave 
to be made gradually operative, because not all 
industries are *ripe for such treatment; but the 
Councils would increase their range as they demon¬ 
strated their success. The creation of such a system 
would be wholly in accord with the Liberal vjgw of 
the functions of the State in industry—that of 
defining who should perform a given hind of work, 
instead of trying to do it itself, and that of seeiijgj 
that activities necessarily affecting the life and^ 
liberty of citizens are carried on in a just and healthy 
way. 

Industrial Councils thus constituted could not 
but take into consideration tiie difficult and vital 
problem of unemployment, whiclj is probably the 
key-problenf oi the whole industrial situation. 
UntU men are adequately safeguarded against the 
miseries of unemployment and all that it involves, 
resentment against the liffiole industrial order will 
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continue to be deep and to be justified. For a 
civilisation, wh^h c^not (lo organise itself as to 
ensure thb,t the’honest man who wants to work 
•ohall be safe fi*jm'humiliation and from starvation 
stan/is self-condemned. 

When a man gives his strength to the service of 
an industpy, Be 'nas a righ^ to expect that, so long 
__^a8 he works honestly, he will bo sure of a decent 
livelihood. If he is liable to be turned off at a 
week’s notice, without any adequate provision for 
his future maintenance, for no fault of his own, 
because of some trade-fluctuation, or possibly 
even because the concern in winch ho is employed 
is badly managed, it is impossiblfe for him to think 
of Ifimself as a citizen of the industry; impossible 
that he should not feel that he is being exploited 
without ruth, and that the owners»of an industry 
in which he has no sense of partnership use hini so 
long as they want him, and fling him aside when they 
' don’^. Under such circumstances he would be more 
t£an htiman if he did* not often give grudging work. 

In some t^-ades, where there are periods of pressure 
and periods of slackness, there is ilormaUy an un¬ 
employed reserve of men, and the existence of such 
a reserve 'is held to be, and probably really is, as 
necossaffy for the conduct of the industry as the 
reserves of an army are necessary for the conduct of 
war. The army pays its reserves and keeps them 
in training, ^e industry pays them nothing. So 
long as this short-sighted inhumanity •continues, it 
is not to be expected that there will be either zeal 
or'confidence among the workers m industry. The 
solution of the unemployment problem lies at the 
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root of the whole proble^i of industrial reorganisa¬ 
tion. And the only h<althy^solut^n of it will be 
one which will enable every man \o feel that when 
he becomes a citizen of an industry ilk * safe against 
the miseries of unemployment, so Jong a^ he*pffers 
honest work. 

Until recently the onlj^ provisfioA Ubi dtoaling with 
this evil was made by the workpeople themselves., 
by co-operative action through their Trade Unions. 
It is impossible tb overvalue the work thus done by 

the Trade Unidns. It deserved and won for them 

• • 

the loyalty of their members, and nothing ought to 
be done which would undermine this loyalty. 

■ But the resources of the Trade ynions alone were 
.wholly insufficient to meet the need; nor ifas it 
right that a burden which properly belonged partly 
to the industry as a whole and partly to the com- 
mtmity should thus be thrown upon the workers 
themselves. It ought to fall primarily upon, the 
product of the industry. . • • 

The Liberal Government‘of the pre-war period 
took up the problem, and tried to sqjve it on the 
lines of a systelh of State Insurance, with compulsgiy 
contributions from employers and employed. There 
is much to be said for such a system. It enables the 
trades in which unemployment is least prevalent to 
help those in which it is more common; and it 
recognises the responsibility* of the State for en¬ 
suring the minirniim conditions^of.welfare for itS 
citizens. %n tjie other hand it conceals or obscures 
the responsibility of each industry for the proper 
maintenance of its own citizens out of its own 
product, and removes ahy motive for so arranging 
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the work in the^industry fts to reduce xraemploymont 
to a minimum f ^ gopd desR .could often be done in 
this way, and would be done if the responsibility 
'were clearly'brought home. 

A» System of ■ State Insurance, supplemented by 
other forms of State action, must continue to be a 
necessary Element m the provision for dealing with 
.unemployment, more especially in the less highly 
organised'trades. But it is unwisp to trust to State 
action alone, or mainly, for the ^solution of the 
problem. The primary responsibility should be 
thrown upon each industry, on,the principle that, 
in normal conditions, every industry ought to 
maintain its owp citizens out of its own product. 

plainly the be.st way of dealing with unemploy¬ 
ment is to prevent it, so far as that is possible. In 
many industries much could be done,'‘by the adjust¬ 
ment and distribution of’Vork, to guard against 
periods of depression; and if the conductors of each 
ifldugtryfknew that iij any case the main burden of 
maintaining unemployed men must fall upon them¬ 
selves, theyrwould have every motive for using all 
ayailable means of averting unemployment. A 
Council representing the whole industry could often 
give useful help and guidance in this regard, if it 
worked'harmoniously; and the function of studying 
this problem as it was afiEected by the special con¬ 
ditions of the ipdustfy, and of considering how it 
could be averted pr minimised, would be one of the 
most useful functions which such a CSunoil could 
perform. 

• Ethere are obvious difficulties in the way of carrying 
this principle into effect tWughout the whole tjaM 
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of industry. Some industries are more liable to 
seasonal fluctuations tht n oth^; ii|some industries 
the pmonnd changes constantly, while in others it 
is relatively stable ; and an industry that is definitely 
in a state of progressive decay .must pbvi«usly 
present special difficulties. But most of these 
difficulties are capable of being dvdrc?)mef, especially 
if frank co-operation is made possible between the, 
organisers of the industry and its workpeeple, as it 
would be under a system of Industrial Councils 
possessing adequate knowledge of the financial 
conditions and prospects of the industry as a whole. 

These difficulties, indeed, point to the necessity 
of dealing with the problem on (Afferent lines in 
.different industries, in a way which would n6t be 
possible under any purely State system. And 
no+hing could die healthier than to thrust upon the 
organisers and the wofipeople in such a trade as 
that of Building (which is peculiarly liable to seasonal 
fluctuations) the duty of working out, in partnership 
and with regard to all. the conditions and prospects 
of the industry, the best way of dealing with the 
problem. If they set to wotk with good will, tl^ey. 
could do it far better than any Government depart¬ 
ment—at any rate, so far as the indusffy could be 
treated as a distinct and independent entity, and 
so far as it was possible to disregard its relational 
with other industries. » 

In many industries it would \;e possible for an* 
Industrial fiouncil such as we ^avo described to 
work out to-morrow a fair scale of unemployed pay, 
on the assumption that it was to be provided pturtly 
out of the ordinary Tradb Union funds, but mainly 
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by means of a levy on aU the firms in the industry 
proportionate {o th^ num|)er of their employees; 
the fund thus abated by levy being built up espe¬ 
cially during periods of good trade. The adminis¬ 
tration 0 / any p«ch system ought to be entrusted 
primarily to the Trade Unions* partly because they 
have the 4uD* c6nfidence of their members, partly 
. because they have efficient machinery available for 
the purpose, while it is to their interest (as their 
own funds would be involved) "to 'guard against 
abuses. The Trade Union officia'ls could certify 
that such and such men had been admitted to 
receipt of Union out-of-work pay; and on this 
certificate they, could be empowered to draw an 
agrdbd proportion from the fund created by levy. 

The schemes framed under such a system might, 
and indeed ought to, vary from one trade to another. 
Once they had been agreed upon by the Industrial 
Council they might be submitted to the Ministry 
of labour, just as County Council schemes for 
educational work are* now submitted to the Board 
of Education; they might also be laid upon the 
table in Parliament, so as to be o^n to criticism. 
But once they were endorsed they would become 
compulsory upon all concerns in the industry. 

The advantages of this method of dealing with 
. unemployment are many and great. It would 
definitely throw upoH each industry the responsi- 
' bility for making, provision for the welfare of all its 
members, and t^s enable these mei&bers to feel 
that they were fairly treated. It wodid encourage 
tvdrkers to do their best by freeing them from the 
fear that hard work on'their part might involye 
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unemployment and ruin f«jr their fellows. It would 
make it the obvious irterest^of tie organisers of 
industry so to distribute their work as to reduce 
unemployment to a minimum, ft \fould encouragS 
co-operation in the common interest betiweem the 
various factors in industry. It would establish a 
real meature of self-go^emmeht * fSr workers in 
an aspect of industrial life vitally important^ to, 
themselves. •• 

At the same ti&ie the system has drawbacks and 
limitations of such a kind as to make it certain^th^t 
it could not by itself form a solution of the problem. 
It would be most* easily applied in steadily pros¬ 
perous industries, and in those \^ch suffer least 
from seasonal fluctuations; and it would nit be 
fair that these more happily placed industries 
should be whoKy exempted from the duty of helping 
to^lieve the pressure upon the less fortunate: to 
allow them to withdraw wholly from any national 
organisation for dealing with unemployment ,might 
have disastrous results. • 

Perhaps the most outstanding illustnation of this 
danger is to be*found in the case of decaying indtjs- 
tries, to which we have already incident^y referred. 
New forms of industry are always arising, and taking 
the place of older forms ; and this process Is likely 
to go on in an increasing degree, as scientific inven-* 
tion progresses. If we are t» maintain or increase 
our prosperity, we must not re^t but encourage 
this process; and this means that we must con¬ 
template a'frequent transfer of labour from one 
industry to another. One of the dangers of a 
system of provision against unemployment organised 
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entirely according to trades would be thet it would 
place difiScultii in tjie way of such transfers. The 
workers in a decaying industry would be tempted to 
*remain in it t(b Tong, and the burden of meeting a 
growing charge ,fer unemployment wopld accelerate 
the ruin of the industry, anS thus intensify the 
general problfemi di unem'i)loyment. The difficulty 
of adjustment between one industry and another 
would be^further increased by the fact that, under 
such a system, each industry wo'uld be tempted to 
restrict the number of workere a dm itted to it, lest 
they should become a burden upon the industry. 
In the days when Poor Law relief was administered 
separately by faclj parish, the parish authorities 
wer6 loth to allow any newcomers to get a “ settle¬ 
ment” within the parish, lest they should later 
become burdensome to the rates. «We are accus¬ 
tomed to declaim against the iniquity of this long 
disused system, which involved a grave restriction 
of thp liberty of poor men; we must beware lest we 
reproduce it in a,new' form. There is a real danger 
that this upsult might follow from a system of 
imemployment provision based whdllynipon indus¬ 
tries. It might easily tend to an intensification of 
that movement towards a rigid industrial caste- 
system* which forms one of the most perturbing 
{features of to-day, and on which we shall have more 
to say later. 

These difficulties are real and great, and ought 
not to be slurred pver. They point to «the necessity 
of a State organisation alongside of a tihde organisa¬ 
tion for dealing with unemployment. If men and 
women could be helped! and trained to have a 
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second craft upon which tiey could fall back when 
the first failed them—and the fxpenenoe of the war 
has shown that adequate craft-sm can be acqmted 
far more rapidly than used to be supptosdd—it would* 
often be possible at^once to relieve, the pi;pssuBe of 
unemployment and to facilitate the rise of new 
industries, while saving men frt)m llie‘wound to 
their self-respect which comes from receiving, and 
the community from the burden of paying, wages 
for which no work is rendered. Much could be 
done in this way if periods of unemployment yeip 
used for the training of the unemployed in alternative 
occupations. But such a system could not fairly 
Be introduced suddenly, as things stand to-day; 
for the workers in each industry have a right ^o be 
safeguarded against any sudden inrush of com¬ 
petitors from other trades. And, as we shall see 
latir, it is not to be expected that the increasing 
exclusiveness erf various trades will be seriously 
modified unless and until the causes which, have 
given rise to it are cured. • 

The problem is net msoluble. But it demands the 
most careffll study and inquiry; nor can a sat^- 
factory system of transfer from one industry to 
another, or even from one occupation to another 
within the same industry, be seriously attempted 
until each industry has solved its own problem so 
far as it can be separately solved. The first necessity 
is that the responsibility of eacl; industry for the' 
welfare of its citizens should be plearly established 
and wrought out. That done, the question of the 
conditions under which transfer from one industry 
to another, or tiie practice of several occupations 
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by the same man, is desirable and can best be 
arranged, will present itseK in a different aspect. 
Meanwhile a St^te-system of insurance ought to 
be kept in Iftirife concurrently with a trade-system ; 
the piost, eames;b*and systematic inquiry into the 
whole problem ought to be carried on both by the 
State and*by* individual industries through their 
Councils; and just as each industry strives to 
organise its activities in such a way as to distribute 
work as evenly as possible, so tfie State ought to 
vvork out every possible means *of distributing 
necessary public works and public purchases in 
such a way as to couriteract the fluctuations of 
trade. 



X 


THE DBTAIIiED CONTROL OF INDUSTRY AND THE . 

DISTRIBUTION OF THE PRODUCT'* 

The methods suggested in the ^ last section for 
bringing into operation a system of joint control or 
regulation of the conditions of work in whole 
industries would undoubtedly contribute very greatly 
to the solution of the industrial proliilem. But ihoy 
would not be enough by themselves. We have 
still to conader, how far a real partnership of the' 
various factors in industry is possible in the manage¬ 
ment of individual concerns, working with a large 
degree of freedom and initiative under the^ general 
conditions laid down by the Industrial Connc3s. 

And here we are brought at once face Jo face with 
the plain fact that it is impossible, except in quite 
minor matters, to consider control apart from the 
distribution of the product of industry! This is 
Jihe case even in regard to the general regulation of 
industry dealt with in the last section : the regula¬ 
tion of wage-rates and the treatment of unemploy¬ 
ment, which we defined as the principal business of 
Industrial Qpuncils, necessarily and profoundly 
afiect the distribution of the wealth created by the 
industry, and for that reason we found it necessttry 
to lay it down that the Councils must have before 

K 
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them a general knowledge of the fioailcial condition 
of the indnstry^s a whole. 

But it is B^l *more impossible to dissociate the 
♦win questi(ins|in'dealing with individual concerns 
whiqb handle directly the products of industry and 
are primarily responsible for Histributing as well 
as creating tBe'profits tKat accrue. There is no 
, getting away from the obvious fact that the business 
of every industrial concern is to create wealth, and 
to divide it out when created. 

Now the primary and predomin'ant part in the 
control of an industrial concern must necessarily 
belong to the organisers and initiators whose 
function it is to determine what forms of wealth 
shall' be made, in what quantities, and for what 
markets; upon the determination of those points 
the whole organisation of the concern piust neces¬ 
sarily depend. No concern can hope to prosper 
which does not secure the services of the right sort 
of men ^or these functions, and which does not 
invest them with a'high degree of independent 
authority, sqlong as they show themselves competent. 

^But no concern which is not purely^private and 
individual permits even the ablest of organisers to 
exercise an unchecked power. As things are, the 
orgamsers of every industry are subject to the 
, control of the owners of the capital. It is true that 
in normal times the power exercised by the owners 
'of capital does not amount to much. They receive 
an amiual report; they nominally, eleet the Direc¬ 
tors, but in ninety-nine cases out of a hundred they 
sitdply accept names put before them by the Board 
of Directors. But if thifigs go badly wrong they 
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can interfere. *And the mere fact that they have 
these powers ensures that thf geiferal policy^ of 
the concern will be carried on in accordance wRh 
their interests. This is the cssence"of^h6 Capitalist® 
system. 

It is not without a certain justification; and those 
who most dislike Capitatism ohght to "be most 
careful to appreciate this justification, because it 
explains why the Capitalist system has fested so 
long. The owners of the capital exercise final 
control because, since they take thc»residual projlts^ 
it is to their interest f hat the concern should produce 
the maximum amount of wealth for which there is 
ah effective demand, or, at all events that it should 
produce the maximum amount of profit; %nd 
although the production of the maximum product 
is not the same fihing as the making of the maximum 
profit, yet in general and on the average production 
and profit go hand in hand. It is for this reason 
that the holders of preference sjiares, with limited 
rate of interest, are commonly excluded from a 
share in this final control; they do nol^scem to be 
concerned to secure the maximum production qf 
wealth, so long as there is enough to^pay them 
interest; they are in the same position as the 
Ttaployees in the industry, who draw fixed w&ges or 
salaries. 

Now the maximum production of exchangeable 
wealth is really to the interest of the workers as 
well as to thSt ef the owners of eapital. But un¬ 
fortunately tliis is not obvious to the workers, -fs 
th^ have shown by restricting output. It is 
also, and in this case quite obviously, to the interest 

H 
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of the Gommunity as a whole; and ^at is why the 
community as^a w^ole l^jis so long tolerated and 
upheld the Capitalist system—because, as a rule, 
'it tends t|i the* maximum production of wealth, 
and •therefore to»the welfare of the community. 

The system of exclusive capitalist control has, 
many and gAal drawbaffles ; we need not go over 
them again; the greatest is that it is felt to be, 
and indeed is, unjust. But it has this one great 
justification, that it has tended to the maximum 
j)roduotion of jvealth, which is an indispensable 
condition of national welfare. And no system of 
control, however greaf its theoretical merits, will 
serve its purpo^ unless it has this merit of Capitalism 
of tending to the maximum production of wealth. 
Indeed, one of the main reasons for a departure from 
pure capitalist control is just that*it is ceasing to 
bring about the maximum production of weftlth, 
because of the growing sense of its injustice. 

Thp flaim of the brain- and hand-workers in 
industry to a share* of control over the concerns 
in which they are employed rests upon wider grounds 
than their mere economic interests; rests upon 
pounds of citizenship. But it wifi not lead to 
Batisfacto^ results, whatever mode of organisation 
may be adopted, unless it brings about a strengthen-- 
ing of the motives for the maximum production of 
wealth. If it has this result, the admission of the 
workers to an elective partnership in the control 
of industrial concerns wifi be benBfioial to the 
community, and will therefore last and grow. If it 
has the opposite result, it will come to an end 
because it be harmful to the community. 
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Some tell ue'that if and when the workers share 
in the control of industry„ the sgnse ol responsibility 
and the spirit of public service wfll be enough Ifco 
ensure that they will do their best.“ B ieg of course^ 
important to strengthen these motives. But it«is, 
as we have earlier suggested, sentimentalism to 
attempt to substitute the ftotiveW “service for the 
motive of personal advantage. The two motives 
have to be combined and reconciled if we are to 
get the best results from average men. 

It appears, therefore, that the suc^sful organ^- 
tion of any system of partnership in control must 
depend upon the working odt of some just method 
of profit-sharing which will enable /ill workers to 
feel that it is their interest, and also the o6m- 
munity’s interest, to bring about the maximum 
production of v?ealth, and not merely the interest 
of the owners of capital. That done, it would 
become natural and advantageous on every ground 
that the workers should have direct represwl^ition 
upon the directorate of the concem in which they 
were employed; and their presence the» would be 
of the utmol! benefit to everybody concerned. , 

There have been, in recent years, many schemes of 
profit-sharing and co-partnership, some of which 
p t B S w fifeatureB of great interest. They have not, 
as a rul^s^n successful, partly because they were 
mostly open to grave criticisms, partly because 
, they generally did not carry with .them any share 
in control, l^t.mainly because Ahey have been 
regarded witlf great suspicion by the workers. The 
reaaons for this suspicion are of great significance 
and importance. First of'all, it is widely believed 
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(in many casef< not without reason) that the mam 
objpct of such schemes is merely to increase output 
and therefore to, swell the dividends of the owners 
'of capital. < Secondly it is feared that their purpose 
is to’ undermine ^he system of Trade Union regula¬ 
tions whose aim is to protect the workers and 
prevent unemployment. No system of profit-sharing 
is. likely to win unqualified acceptance unless these 
grounds &f suspicion are removed. 

This means that a workable system of profit- 
ssha’ing and of partnership in control will be con¬ 
ditional upon (1) a fan attempt to reduce within 
reasonable limits the share of the product of industry 
taken by capital, a share which is undoubtedly often 
excessive ; (2) a reasonable assurance that increased 
activity in production will not lead to an increase 
of unemployment; and (3) a reasohable guarantee 
that profit-sharing will be accompanied by a s^re 
in control similar in kind to that enjoy^ by the 
owno.-s-cf capital. . 

The second of these conditions would be fairly 
met by an £dequate treatment of the unemployment 
problem. But it suggests that profiti-sharing schemes 
are not lij^ely to be successful except in industries 
where a satisfactory mode of dealing with unemploy¬ 
ment has been wrought out. The third couilklbir 
must obviously depend upon the character of the 
profit-sharing scheme'’itself. But the first condition 
is perhaps the most vital; we shall turn to it 
presently. 

Meanwhile it is obvious that schemes of profit- 
sharing and co-partnership are still in so experi¬ 
mental a stage that they are not ripe for le^sla- 
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tion; indeed,'in any case, the basis and methods 
of such schemes must vary widely according to the 
varying conditions in diSerent irfflustries. BuV a 
Liberal State ought plainly to regarr’ it as a duty ■ 
to encourage and to study such experiments,, in 
every way possible; and to assist them by making 
available not only the fulftst knOwlecfge tf all such 
schemes that are at work in this and other countries, 
but all honest and effective criticisms upon them.” 

But while it is impossible for the State, now, or 
perhaps ever, to lay down rules ^pr profit-sharing 
and co-partnership, it is possible for it to assist the 
creation of conditions favoflrable to the growth of 
such a system, by means of provisions for ensuring 
a juster division of the product of industry, and in 
particular a reasonable limitation of the share of 
this product which may normaUy be taken by the 
owners of capital. The State is, according to 
Liberal ideas, fully entitled to do this, not only in 
virtue of its supreme function of ensuring iws^ice as 
between all citizens, but in particular because all 
trading companies (and the greater par^of industry 
is now carried on by trading companies) enjoy theu* 
privileges, and especially the privilege of Kmited 
liability, under the terms of the body of legislation 
'tolftws^as the Companies Acts. 

The tojt step towards a fair division of the 
product of industry is to knew how it is actually 
distributed now. The accounts ,of trading com¬ 
panies, havflig.in view only the profit-making 
interests of {heir shareholders^ are usually presented 
in -such a form as to show only the general balance 
of the company’s concerns, and the amounts avail- 
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able for divi(^end. An Amendment of the Com¬ 
panies Acts mightj, readily provide that these 
aceounts should clearly show how much of the gross 
income was spent on wages, on salaries, on commis- 
sioHS and other' rewards for, individual skill, on 
interest upon^ various forms of capital, on develop¬ 
ments add improvements, on research, and on 
other purposes, such as the provision of amenities 
or educational facilities. Such a statement would 
be of very great value for many purposes. It would 
,gree,tly facilitatenthe work of Industrial Councils. It 
would remove many misapprehensions. And it 
would not be unfair to airy well-conducted enterprise. 

When we pass to consider the possibility of a 
defibite legal limitation of the possible return on 
capital, we are at once faced by the difficulty that 
in risky and experimental undertaldSags,-where there 
is a likelihood of total loss, the capital required 
will not be forthcoming unless the possibiUty of 
very Isige profits is pfiered as an offset to the risk 
of loss; and it is'obvious that it would be disastrous 
to discouraige such enterprises, the undertaking "of 
i^hieh has been the chief virtue of tlie Capitalist 
system. ]Jt is in regard to such enterprises that, in 
the public interest, the Capitalist system ought to 
be allowed to survive with least alteration. .fc^edT 
it may be said in general terms that the jv^^cation 
for a limitation of profits increases in proportion 
as the capitalist’swisk of total loss decreases. Where 
there is absolute* security, as in StaWguaranteed 
stqcks, the rate of interest is not only limited, but 
is small. • Where the risk,of loss is slight, as in the 
preference shares of weh-established concerns, capital 
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can be obtained at a fixed but higher rate; but in 
such cases the security against loss il obtained, and 
the limitation of the rate of inte!»st*i8 made possible, 
by the fact that there are ordindry, sl^ares whiolk* 
rank last for dividend, but in return havf an jin- 
limited claim to share in the residual profits; and 
it is on these conditions tftit the*oapital sequired is 
obtained. 

When all this is said, however, it renaains ti^ie 
that in many well-established concerns, where the 
risk of loss is comparatively slight, ^apital frequently 
obtains a return out of all proportion eitherto'the 
risk its owners nm* or to Hhe value of the service 
fhey render. Some famous instances of extremely 
sucoessful enterprises in which this is so will at 
once occur to the reader. And in all such cases 
it is plainly junt that there should be a reasonable 
limitation on the return capable of being earned by 
capital. 

The difficulty might be overcome if bona new 
enterprises (among which recbns'^ucted companies 
should not count) were allowed a pei^d of years 
without limftation of profits in which to establish 
themselves. Thereafter their ordinary shareholdefs 
might be limited to a defined rate of itflerest until 

S fund had been built up equivalent in 
the total capital. The reserve should 
d as the property of the concern as a 
whole—^not of the shareholders. ^ It might, in bad 
years, be drawp upon for the pjirpose of meeting 
the liabilitiA of the concern, including the payment 
otthe defined rate of interest to the ordinary shdre- 
holders; but the sharehSlders should be forbidden 
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to divide the reserve ^mong thehiselves. After 
the reserve hhd been formed, all further profits 
bejond the defiD3d i*ate of interest might be divided 
^.between the ^te, the workers in the concern, and 
the ordmry shsreholders, in such proportions as 
might be deterinined by the Act. 

It wou^d fie'a necessEfry corollary of these pro¬ 
visions that there should be an absolute prohibition 
of the citation of fictitious capital: the capital 
credited to a shareholder in f»ny concern must 
correspond to the actual contributibn which he has 
Snade to the resources of the concern in money or 
kind. It must be mafle impossible, for example, 
for a company which has been paying 20 per cent, 
on the original value of its shares during the period 
of unrestricted profit-making to double the nominal 
value of the shares by a paper transaction; for 
this would enable the shareholders to draw dohble 
the minimum rate of interest on the real capital 
contributed by them, after the company passed 
under'^Ee provisipns 'ior limitation of interest. 

On some ^uch basis it could be secured that the 
share of the product of industry taken UJr the owners 
o\ capital should be limited to something reasonably 
proportion&te to the risk taken and the service 
rendered by them; while at the same ti^««rt«r 
community would share in exceptional profgiOTty in 
such a manner as not do hamper the industry; and 
• the workers of the industry would be also assured 
of some share in the results of th^jr iabours over 
and above their wages, even apart from the adoption 
of' any formal profit-sharing or co-partnership 
scheane. The enactment of proviaons of this order, 
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which would aftply to the^eater part of the estab¬ 
lished concerns conducting industry/' would go far 
to destroy the conviction,’now hlld by many workfers, 
that any extra effort expended by will only, 
increa^ the profits of the owners of capilalj Taken 
in conjunction with a sound method of deaUng with 
unemployment, it would help to> rcnibvci. the diffi¬ 
culties which stand in the way of schemes of profit- 
sharing and co-partnorship. And it woul^j provide 
at any rate a partial substitute, of a permanent 
and just character, for the Excess Profits Duty. 

In short, it would open the way to an dHective" 
system of partnersHip between the various factors 
m industry in the management of individual con¬ 
cerns corresponding to that outlined in the »la8t 
section for the general control of mdustdes as a 
whole. 




XI 

TBtrSTS AilD CARTELS 

We hare hitherto considered the organisation of 
industry on the assumption thAt it is and will be 
carried on maiidy by a large number of individual 
concerns more or less competing with one another; 
and we have endeavoured to show how the principle 
of the partnership of the various factors in industry 
could be applied firat in the definition of the general 
lines to be followed by all concerns engaged in a 
particular industry, and secondly in the manage¬ 
ment of individual concerns. But we have'htill 
to consider what attitude would be suggested by 
the ideas ^of Liberalism towards a tendency which 
has become very, ma'rked in modern industry—^the 
tendency tg concentrate in a very few hands the 
management of the whole or the greater part of 
tne concerns engaged in a particular kind of work. 

This tendency is so widespread that it obviously 
represents a natural movement of economic j o swey 
which may be evil or good or of mixed oiKaraoter. 
It is the instinct of liberalism, in dealing with any 
such movement, to give it free play so far as it 
seems to lead to, no evil results, .but to provide 
adequate safeguards against any evih 1;hat may 
thteaten to result from it. 

The movement takes, twb different forms. On the 
106 
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on* hand an industry nuly be brov^ht under th* 
control of a Trust, either by Jhe incorporation of 
all the individual concerns in a sinfle vast compahy 
or by the acquisition, by a centrd con^any, of ac 
controlling interest all the reft .which. enaUes 
it to dictate their policy and methods ^ on the other 
hand, an industry may be SrganisM undeifa Cartel, 
by an agreement among the various concerns engaged 
in it, whereby, while retaining their individual 
freedom and vajiety of method, they combine for 
many common purposes, such as thq fixing ofjpr^ces^ 
the organisation of Jhe supply and fair distribution 
o.f raw materials, or the development of the export 
market. 

' It is plain that both of these methods tend teethe 
restriction of competition. The Trust, if it obtains 
a c^plete' coiftrol over the whole industry (which 
it has never yet quite succeeded in doing even in 
America), puts an end to competition altogether; 
the Cartel very considerably jeduces it, ihajjgh it 
does not do away with it. 

Both Tru^ and Cartels are obviouely open to 
grave dangers. "When they get the market at they 
mercy, they are tempted to raise prices in order to 
swell their own profits at the expense of the con- 
sufiar. In this respect they are open to precisely 
the samc^objection as the Syndicalist scheme of 
industrial organisation. The fact that on the 
Syndicalist scheme Ihe higher prices would go to 
enrich the wt)rhers, while in the .Trust they might 
be spent partly in increased wages but mainly^ in 
increased dividends, maizes no difference so far as 
the consumer is coucem^-rin either case he is at 
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the mercy of a monopoly.; ‘the only llifEerence being 
that under thb SyndicaM scheme he would have 
no'remedy, whilo he can use the powers of the State 
‘ against the Trust or the Cartel. 

^ second danger of the Trusj; and (in a less degree) 
of the Cartel is that they may tend to discourage 
the working due oi new ilieas; though it is only fair 
to note that some Trusts have been distinguished 
by the assiduity with which they have carried on 
scientific research. The Trust is always tempted to 
crush new enterprises by unfairly underselling them. 
Even if it buys them out, it _ may think it most 
profitable to suppress‘the experiments they were 
making. The partel is in some degree open to the 
same temptation, though it may admit a new 
enterprise to its partnership, and its individual 
concerns have every motive for trying experiments 
on their own account. But to a greater or lesser 
degree Cartels, and still more Trusts, are open to 
the same, criticism as the Socialist system of indus¬ 
trial organisation, that they are not favourable to 
individual experiment, though the shrewd business 
men who control them are more likely to give a 
chance to a new idea than the Government ofiScial 
who has liftle to gain if the idea succeeds and much 
to lose^if it fails. 

On the other hand the Trust and Jhe Cartel 
undoubtedly present* advantages. They lead to 
greater economy, and efScieifcy in organisation. 
It might seem that this would especMy apply to 
the l^st. But experience seems to show that it 
is not so ; in the great American Trusts, after they 
have reached a certain magnitude, there is, instead 
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of moreased ecftnomy, a* progressive increase in th^ 
cost of administration relatively to !he volume of 
the business. In both cases, 8ow»ver, very grfeat 
economies can obviously be made''Uj the purchase^ 
and distribution of the raw matcsals anc^ ini |he 
marketing of the product—economies of just the 
same kind as farmers, foi* example; 8an»make by 
intelligent co-operation. And these advantages are 
especially great in export trade. There,are alSo 
some great undertakings, like the laying of an oil 
pipe-line, which no body less power|ul than a Trust 
could probably carr^ through. 

Moreover there is one gre&t advantage attending 
tlie more unified organisation of an industry under 
a Trust or a Cartel which is of especial importance 
in lelation to the problems discussed in the foregoing 
pages. The syotematic treatment of the conditions 
of ISbour under an Industrial Council is likely to 
be considerably facilitated; and, above all, the 
proper handling of the unenmloyment gjoJ^em is 
made easier, because a Carter or .a Trust, when it 
knows that it must meet the charge oj unemploy¬ 
ment pay, o8n often do a great deal to distribute 
work in such a way as to reduce unemployment to 
a minimum. 

For these reasons Liberalism, which believes in 
giving free play to all sorts of experiments so long 
as they are not injurious, is, not justified in con¬ 
tenting itself with the mere denunciation of Trusts 
or Cartels, «r tin endeavouring,to prevent their 
creation, but ought to recognise that they represent 
a ntage in the development of productive industry 
which may very well letSd, in some trades, to real 
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public euivantage, provide^ ihat the obvious dangers 
which attend haem can be removed. So safeguarded, 
tbe Cartel, at apy late, if not the Trust, might in 
^me respects pro ve to be the means, in the industries 
to which i'u is appropriate, of attaining a national 
organisation of industry which' will be free from the 
defects of^ a vigid, Socialist system, and which will 
allow room for the beneficent working of individual 
enterprise. 

There is one Liberal principle which very power¬ 
fully tends to prevent the worst evils of a system of 
Trusts-or Cartefc, and which forms the principal 
explanation of the fact that these modes of industrial 
organisation have been less powerful in Britain thah 
in permany aM America, and less nuscMevous 
when they have established themselves. This is 
the principle of Free Trade, whiofe^ prevents any 
Trust or Cartel not possessing a natural monopoly 
from obtaining an absolute monopoly of the home 
market, by freely admitting competing goods from 
other “^ratries. FrOe Trade is not enough by 
itself to form a' complete' safeguard, because it 
cannot prevent the formation of •international 
Trusts or Cartels, or of international agreements 
between national Trusts or Cartels. But it do^ 
unquestionably make these operations more difficult. 
It is only in Protectionist countries that the Trust 
^and the Cartel have j-eached their most'dangerous 
, developments. » 

Another considWable safeguard qgainst the evils 
of the Trust or Cai^l would ^ found in ■a reasonable 
8<)beme for the limitation of the share of trading 
profits which may be ^en by capital, such as we 
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have earlier sil^gested ;* seeing that the principali 
motive of Trusts in imposing high prices is to keep 
up profits for the owners ^of the* capital invested'in 
them. And the suggestion already intsde that while 
the dividends of established companies shpuld 
limited, new enterprises should be allowed a period 
free from limitation, would form a’fuftffer safeguard, 
since it would attract adventurous capital into these 
enterprises, which would often be competitive wifh 
the Trusts or Cartefe. It would thus not only form 
a check on the raising of prices by giving favourable 
conditions to new enterprises, it would also^form 
a safeguard against flhe secodd danger of the Trust, 
that of being hostile to new ideas. ^ 

.But these proposals alone are insufficient to deal 
with the possible evils of Trusts or Cartels. Specific 
legislation is rqguired, which should not be directed 
agailSTthe formation of Trusts as such, and stil 
less against the formation of Cartels for co-operatioi 
in buying and selling so far as their aimjp greatei 
economy and efficiency, but wiich, should have foi 
its purpose the safeguarding of the ^ommunitj 
against the atmse of the power such organisatiom 
may wield. It is a power which may be pbtent botl: 
for good and for ill, and the aim of legislaflon shoulc 
be not to interfere with its potency for good, bu1 
to guard against its potency for ill, by prohibiting 
unfair competition which discourages enterprise, and 
the artificial enhancement of pijces, which im' 
poverishes th9 community. , 

As Amerio& has suffered most from the evils o: 
Trusts because she has encouraged their rise by i 
system of high proteotiion,*Bhe has had to study anc 
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• experiment in the methoBs of pfeventing these 
evils on a greater scale than any other country; 
and there is a good Seal to be learned from American 

'vanti-Trust leg>8l4tion. The chief aim of this legisla- 
tiqji haii been te guard against unfab competition; 
and unfair competition is held to mean the use of 
any method which excludes the rivals of the Trust 
from equal access to the consumer, such as the 
granting of rebates to customers dealing exclusively 
with the Trust, or the organisation of boycotts, or 
the reduction qf selling prices in"^defined markets 
for tW purpose of ruining a competitor. These 
methods have never heached so high a pitch in 
this country as in America—^thanks mainly to the 
operation of i’reo Trade. But they constitute .a 
danger; and the American example shows that 
they can be dealt with by legislation 




X^I 

THE FKEBDOM OF THE WORKEE 

The object of all industrial and social policy is, 
in the eyes of "Liberals, not merely to produce 
wealth, but to make a nation of free men, free to do 
their best for themselves aiM the community as a 
whole, free to make the most of their individual 
powere whether in the hours of their work os in 
the hours of their leisure. 

In our society as it now is this freedom does not 
esdst^lTany sufficient degree. Men are not free to 
do their best for themselves, or to serve the com¬ 
munity in the production of wealth wit)}, all, their 
strength. They are restrained not only by the 
defects of the existing economic systei®, but also 
(and probably in a higher degree) by restrictions 
which the workers have themselves devised with 
the object of remedying the defects of thS economic 
order as they understand them, and which they 
impose upon their fellows with all the disciplinary 
powers thal their Unions can wield. 

In many trades a* man is not ^ree to work his 
hardest even iuiing the defined hjurs of labour; it 
is his duty nbt to do more than the custom of the 
trade ordains, and this amount tends to diminish. 
He is forbidden, or he refuses, in many trades, to 
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iccopt payment in propoftion to ihi amount of 
vork he does, precisely because this would tempt 
dm to exceed''the prescribed output. The chief 
eason for tiese restrictions is in itself fine and 
iltraistk. The'good workmap must work down to 
he level of ^the poorer workman in order that the 
poorer workman may ubt be penalised and also in 
order that the amount of employment available 
may be spread round the greatest number of workers. 
Unhappily this is a very false calculation. TOen a 
^maij takes two /lays to do what he could do in one, 
the product is not only less abundant, but dearer; 
and because it is deardr less of it is bought. More¬ 
over the goodi^ produced under such a system cannot 
coilipete with goods produced in otW countries 
where these rules do not hold. Export markets are 
therefore lost; and unemployment is increased. 
The community is deprived of that ihcreasT'ih the 
amount of wealth available for distribution which is 
the first.pre-requisite of a better order of things. 
There can be no idea more demoralising than the 
idea that it is a man’s duty not to do his best; no 
organisation more ruinous than one Vhich aims at 
preventing a man from doing his best; nothing more 
destructive of liberty in any fine sense of the term. 

Nor-are these the only restrictions on the freedom 
of the worker which the present order imposes. A 
man is not free to transfer his work from one industgr 
to another, even if he has ability to take up the new 
work. When the whole country is short of houses, and 
•thousands of unemployed men are eagir to put their 
hands to the work, they are not permitted to render 
this indispensable service, or to earn a living -for 
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thcmBclves,' because the Guilders’ Uaions fear that 
any large increase of the number of workers in ti^eir 
trade might mean unemployment for themselves at 
some later time. f 

Finally men are l;ot free to do any wdrk, diren 
the simplest, that is not^ officijilly cecognised as 
belonging to their craft. This restriction is, of 
course, often an impediment to production. But 
far more serious are its effects upon the men them¬ 
selves. It is often said that machinery has mechan¬ 
ised labour and reduced it to d^dly unycamity, 
that it has starved individuality by depriving men 
of variety of occupation. These restrictions tend 
in precisely the same direction ; thej»tend to weaken 
the readiness and adaptability of the men to wliom 
they apply; to reduce them to machines. 

TgJwft^jgi'tSer this series of restrictions almost 
amounts to the establishment of an industrial caste 
system of a very elaborate kind. And there is 
nothing more narrowing, more deaderflng, more 
destructive of liberty than a rigid system of caste. 
While in Amgrica men move freely and*easily from 
one occupation to another, and enrich their exper> 
ence and individuality by doing so, sajdng them¬ 
selves from being the slaves of a changeless routine, 
in England we are drifting rapidly into a system 
like that which has frozen the peoples of India into 
stagnation; and it i|i coming about that a man is 
fixed for life into the occupatiofi upon which he 
enters in his^o^hood. 

How are our people to be saved from this destruc¬ 
tion of their natural liberties ? Not by any Acts of 
Parliaipent or other devices of aijthority; for these 

t2 
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^traints upo» liberty liaise been developed by the 
pepple themselves, protective devices against 
dangers which fhey genuinely feared, and had 
rtoson to feaf. They are in themselves so un- 
nathral dnd so obviously deleterious that reasonable 
men would leyer adopt them unless under the 
impulsion ”01 very powerful motives; if any such 
restrictions were imposed by external authority, 
even for fhe best of reasons, they would be resisted 
with passion. They can only last while the motives 
whicU'hfive led to their establishment remain strong. 
And the only way to get rid of them is to get rid 
of the causes which have led to them. 

These causes- are two. The first is the deep- 
roo^d belief of the worker that the whole industrial 
process exists for the purpose of making profits for 
the employer, or at all events that’it ‘^ 0431 ^ to 
that sole end. For this purpose,, he believes, labour 
is quite ruthlessly exploited; and therefore he 
holds thaflus first duty to himself and his fellows 
is to organise fdr resistance, and to prevent the 
employer ^tting more than can be Jielped. It is 
all very well to say that this is a shallow doctrinaire 
view of thf) purpose and working of the industrial 
process. The unfortunate thing is that there is a 
great deal in the existing order which seems to 
justify this view. 

The second cause is the dread of unemployment, 
and the detemfination of the worker to stand 
loyally by his fellows in reducing {^e danger of 
dnsmployment to a minimum even at the cost of 
sacrificing chances of making money for. himself. 
No one can fail to appreciate the generosity of this 
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attitude, X'Ten if he feels,that the methods adopt^ 
to remedy the evil tend to make it worse. 

There is no chance of ^etting^id^of the restrictaons 
not mCrely upon output but upon the liberty an^ 
individuality of thousands of good onl^s we 
can get rid of the grounds of the beliefs wMch Have 
led to their establishment* 

In order to do this we must (1) find a real ismedy - 
for unemployment, of such a kind as to^make the 
workman feel that when work is slack he will be 
safeguarded against the loss of his livelihood and 
against the bitterness of being meMy tumed'Mrift. ‘ 
We must (2) substitute co-«peration for conflict in 
'the determination of the conditions of labour. We 
must (J) ensure that each of the pr&cipal factry^s in 
industry has a share both in the control of the 
industry and^ the distribution of the product 
apptC’jpro^'^^' the part it plays in production. We 
must (4) in particular ensure that the owners of 
capital shall not be enabled to act as the owners of 
an industry or to arrogate to themselves all its 
residual product. If we can do these ^hings, or set 
on foot processes of development which can demon¬ 
strably be made, with good will, to lead to thde 
results, the fears and suspicions, often fiflly justified, 
which have led to the establishment of restraint^ 
upon liberty will be gradually conjured away; and 
as they dissipate, the naturalloveof Englishmen for 
freedom will bring about the abandonment of these* 
restraints. • , 

But it is for the workers themselves to regain the 
fijeedom which they have voluntarily renounced"; it ' 
is for the community to ifl^t and .to secure that con- 
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f ions shall be brought into, being wHc^^'Wl make 
em feel that'the renunciation of their freedom is 
no. longer needed. All the preceding pages have 
been mainly deveted to an attempt to show not 
only how grcafer liberty may be attained, but how 
the'conditions may be created *which will help men 
to realise, whether, they Jie employers or workmen, 
what Liberty means; not only what are its rights, 
but what are its duties. 



XTII 

LIBERALISM AND NATIONALISATION 

In the foregoing sections we have been primarily 
concerned to show how the principle of an organised 
partnership of the various factors A industry 'iauld' 
be applied in the working of those industrial concerns 
which are privately organised, which compete with 
ope another, and which rely upon inRividual energy 
and skill in management and in the working-out of 
new rroceg ^s,^ We have throughout assumed that 
this cominue to be the normal method of 
carrying on the greater part of the nation’s industrial 
activity. For, as we have repeatedly insisted, 
Liberalism holds that in geriftral^the best results 
can be obtained by giving the freest vetd; to private 
enterprise, sifbject only to such restrictions as may 
be necessary to secure justice and freedom for every¬ 
one engaged in industry. And for this reason, 
even in working out the principle of partnership, 
we have contemplated an infinite variety of method 
and experiment, in order that, as conditions change, 
each form of activity may find the^mode of organisa¬ 
tion best fitted ior it. 

But wo have also repeatedly recognised that 
several other forms of industrial organisation may 
exist alongside the pri^at(;ly organised firm or 
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^trading company, notably .organisation controlled 
by and in thfl interests of the consumers, like the 
cooperative societfes, art! public services owned 
^and controlled »by the public, whether on the 
municipal «or thp national scale. It is needless to 
discuss these alternative forms in detail: though it 
should b^ noted .that a^l of them ought gradually 
to be brought under the system of general regula¬ 
tion through Industrial Councils described in 
Section IX. It is, however, necessary to consider 
with closer attention the form of industrial organisa- 
•tionlrknown asNationalisation,” that is to say, 
the ownership and unified tontrol of a whole 
industry by or on behalf of the communitv as a 
whple. ' 

Herein lies the main difference between Liberalism 
and Socialism. SociaUsm asserts jrad Liberalism 
denies that this is the only morally*ngfflfillJrm of 
industrial organisation, and that it is economically 
or socially the most advantageous in the majority 
of cases. *^he Liberal holds.that no moral question 
is involved, and that the question should not be 
discussed under the terms of abstrabt doctrinaire 
theories, but as a problem of practical efBciency 
and advisability. If it can be demonstrated with 
reasonable certainty that a particular industry 
needs this form of organisation and will thrive best 
under it, without detriment to the intelests of the 
community as a whole, there is nothing in the ideas 
of liberalism which would dictate ppposition. But 
the case must be made good in each instance. 

■ Assuming, however, that a particular industry, is 
to be brought under njitidnal ownership and unhSed 
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control, tii^ principles «4 Diberalism, a*3 we hlsTe 
defined them, would dictate certain provisos as to 
the methods in which the^ndustry is to be manage^. 

In the first place, the responsibility for dirwt 
management must not be thrust upoii the ordjnaty 
machinery of government, the Cabinet and Pariia- 
ment. One main reason fpr this provis^ we have 
already more than once laid down; the Statj 
must be left free to perform its primary function 
of safeguarding the rights and liberties of all citizens 
against abuses of power. We need not dwell 
further upon this point. 

But there is another and more practical reason 
"for making this proviso. Our system of government 
is—and, indeed, any system of govetnment sui^ble 
for general national purposes must be—extremely 
ill-adapted f^thc performance of such functions 
as the fflaimpment of a great industry. Our system 
of government, which is in many ways admirably 
designed for the conduct of national affairs, places 
the control of these affairs in 1Sie hands of a Cabinet 
whose members are jointly responsible to, and 
subject to the criticism of. Parliament; and these 
Ministers work through an elaborately graded Ci'vfl 
Service or Bureaucracy. All the thr^^elements in 
this system—Parliament, Cabinet, and Bureaucracy 
—while well fitted for political work are extremely 
ill-fitted fdr industrial work., 

A general representative body such as Parlia-* 
ment, whosecmpmbers are elected on the ground of 
their opinidhs On questions of Irome and foreign 
pplicy, may very well be able to say what is •the 
mind of the nation on bft>a4 questions of industrial 
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j^licy, such as the desirability op ^i^erwise of 
nationalising Vhe coal-mines; but it is wholly 
unfitted to discuss i-with knowledge or to control 
jrith wisdom the* practical daily working of a great 
industry. •- , 

There could be no worse hea(^ for a great industrial 
concern t|ian" a Minister who is selected on the 
ground of his political serricQs, and who is at any 
moment liable to be turned out of office because 
(for example) Parliament disapproves of the Irish 
policy of the Government of which he is a member. 
¥ot'’ihis^mu8t happen because of the doctrine of the 
joint responsibility of •the whOle Cabinet for the 
policy of government; and the principle of joint; 
resppnsibility ift of the very highest importance and 
value in the political sphere, and must not be im¬ 
paired. Even as things are, it is ^ibsurd enough 
that an efficient Poatmaster-Generaf*'8toJflId be 
dismissed on a question of foreign policy or other 
totally irrelevant subject. These absurdities are 
due to the fact that'Ve have already thrust upon 
Parliament and the Cabinet functions which are 
not appropriate to them. That foolish and destruc¬ 
tive process must not be carried further. The whole 
system of government would be turned to derision 
if the heads of a series of great industries were 
placed in this position, or were selected on political 
‘grounds. 

< Finally the tr^iditions of the public service, which 
produce admirable results in the poljtieal sphere, do 
not cultivate the‘kinds of administrative faculty 
which are needed in a great industrial conoerp. 
Security of tenure, propofibn by seniority, a strict 
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observance l* swvice rulqs, a meticulous dlare about 
halfpennies in the handling of public money, the 
habit of referring questicas frejn subordinates ,t^ 
superiors through a long chain tf precise and 
methodical officers, have helped to produce,an admir¬ 
ably judicial, cautious, exact and impartiafl spirit 
which is the glory of our puj^ilic scyvice. But these 
qualities am different from, and in pra*ctice in¬ 
compatible with, the vigour and initiative, the 
readiness to assume responsibility and to make 
swift decisions, which are needed for the successful 
conduct of a great industry. 

For these reasons •Liberalfem caimot assent to 
the placing of any great industry under the direct 
control of the ordinary machinery of national 
government. But equally it cannot consent to one 
of the possible alternatives: the placing of such 
an indu-flF^'^der the exclusive or predominant 
control of the producers in the industry, whether 
capital, management, labour, or any two or more 
of them in combination. For <;o do this would be 
to create a vast monopoly against which consumers 
and the community would be defen&sless. An 
industrial enterprise may legitimately be controlled* 
by the producers, or by any group of them, when 
it is only one among many competing concerns. 
But when it is organised on a monopoly basis it is 
essential that the controlling voice shoffid rest with 
spokesmen of the community and of the consumers. 
This need not, of course, excludh the producers 
from a sharcp in control; and iA any event the 
interests of the producers need to bo safeguarded 
by moans of an Industiial* Council or other similar 
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, device, iut it does dednitely exolu<^the form of 
control contd&iplated by the Syndicalists and by the 
Gnild Socialistjs—«, foriti of control which was 
evidently m the minds of some of the advocates 
of nationalisa1?on of the mines. Syndicalism as- 
well as Bureabcracy must be avoided in any scheme 
of national cantrol. 

There remains, however, a method of organisation 
for nationalised industries which is free from all 
these dangers. It has already been successfully 
employed in democratic Australia. Parliament, 
haVing’decided that an industry must be brought 
under national ownership antf unified control, can 
set up a special Commission or Board for the purpose, 
le^ve it very free to do its work, and hold it respon¬ 
sible for the results. Parliament can define the 
general principles on which the iiy iustrY is to be 
organised, the number and powers'tIB "Board, 
its relation to subordinate organisations, the modes 
in which its members are to be appointed, and the 
length of time for uhdch they are to hold office. 

Under ^uch a system Parliament would naturally 
have laid before it regular reports dn the progress 
'of the industry, and it would have the power of 
requiring V.he removal of any or all of the members 
of the Board in case of serious misconduct. But the 
Board would be responsible; it would not be liable 
to have its work in.*^erfered with by shatch votes, 
or by the decisions of a vote-hunting Cabinet. It 
would not be a part of Government but a distinot 
body, solely concerned to run thd industry as 
efficiently as possible; its officers would not. be 
under the ordinary rples* of the Civil Service, but 
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could be apf^itted and* disiiiissed in the manner, 
found most conducive to efficiency. Parliament and 
Government would stand o'utside’frc® to criticise the 
Board’s proceedings, without feeling tfeat they were, 

' endangering the exist^co of the Ministry ', fr^ «lso 
to protect consumers on the one hanS, workpeople 
on the other, against any ab»se of thd powws of the 
Board. 

An industry thus organised would net work 
primarily for profit'; any profits which it might 
realise would be dealt with as Parliament n^ht 
determine. It would of course be ctiarged OTth®he 
gayuiont of interest on the‘capital invested in it 
at a fixed rate. Unified control on such a plan 
might lead to real economies, as w^ as to other 
advantages; though the experience of the big 
Americs^,3Jjjj['(h9 shows that when an industrial 
concern grows beyond.a certain magnitude its 
administrative expenses increase at a dispropor¬ 
tionately rapid rate; and it is probable that the 
loss of the stimulus due to rivalry would in many 
oases at least balance the superior efficiency obtained 
by unified control. 

To meet .this difficulty, to avoid the deadening' 
influence of a highly centralised control, and at the 
same time to secure, so far as possible, the variety 
of method and the freedom for experiment which 
Liberalism values, a further proviso may be sug¬ 
gested. This is, that in any natienalised industry 
the greatest ^fficticable amount of Jocal decentralisa¬ 
tion should M encouraged; and the local adminis¬ 
trative bodies set up for^such purposes—whether 
specially created or attached te municipal authorities 
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'—should be ^allowed suVjh" a degree freedom of 
action as wiU encourage^ them to make distinctive 
experiments. This is the method we have adopted 
in the administration of the national system of 
eddeation. l^^'is equally cay able of being applied 
in the sphere of industry, and is, indeed, already 
suggested for* the administration of the national 
service of electric power. 

Undei such conations, a nationalised industry 
might be worked with a reasonable degree of 
ef^ciency and, freedom. Such a system would 
avmd the Scylla of bureauci;acy and ill-informed 
parliamentary meddling on the one hand, and the 
Charybdis of g, producers’ monopoly on the other. 
It' is only on some such basis that the believer in 
Liberal ideas should be prepared to advocate 
national ownership and control ih»«J45^jjjdustry. 
And there is a great deal to be said in favour of 
transferring to an organisation of this type the 
management of thq_ postal and telephone services, 
which have not profited by parliamentary and 
ministerial control. 

, Assuming that any nationalised industry would 
be conducted in this sort of way, and that the 
constitution of the controlling Board would in 
each case be so defined as to meet the special needs 
of the industry concerned, we have pext to ask 
what industries, if iny, would be best conducted 
thus, and on what principles* a distinction should 
be drawn between one industry arid another. 

• .There is a strong a priori ground for national 
ownership and unified control in the case of any 
industry (a) which is a monopoly, (b) the qondiict 
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of which dirojtfy and immsdiately affejts all citizen&, 
(c) which, for the foregoing reasons, is necessarily in 
any case brought to a large extent inder the control 
of Government, (d) in which unifiell sontrol would 
demonstrably lead Ho definite iAgrovementS . or 
economies, and (e) which is so well developed that 
its success does not primflrily de^nd ^pou the 
constant expenditure of individual ingenuity and 
inventiveness, or upon the working-out* of new 
processes. 

These are fairly clear criteria; ^nd in Jhe.jase, 
of any industry whjch satisfies all, or nearly* all, 
these conditions it may fairly be said that the 
presumption ought to be in favopr of national 
owneiship and unified control. 

There are certain industries of very great impor¬ 
tance w^ph^petn to satisfy all th«^ criteria ; and 
in these cases the Liberal attitude would be that, 
while each case should be carefully investigated on 
its own merits, the presumption is in favour of a 
scheme of national ownership, subject to the pro¬ 
visos already Jaid down. The most outstanding, 
though not the «nly, industries in this category are^ 
the railways and the coal-mines. 

The railway system is, in the first place, essentially 
a monopoly. It is not subject to foreign competi¬ 
tion ; and although the existence of a number of 
distinct privately-owned comjianies has been de¬ 
fended on the ground’that their competition ensured 
good service,^1;he competition is in mast parts of 
the country unreal, and the accepted devices ^pr 
improving the service involve the ending of such 
competition as exists. In nhe second place, the 
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^Forking of the railway fyrftem aSectji the life of 
every citizen “every day. In the thiid place, for 
these very reasqns ..he railways have always, since 
♦he date of their foundation, been subject to a 
greater degree State regulation and control than 
any other industry. During the war they were in 
effect brqught under d’ject Government control; 
'»nd now that the war is over it is found impossible 
to' allow them to regain even that modest degree of 
independence which they mad to enjoy; an 
elaborate and costly Ministry of Transport having 
beeii' set up primarily for the purpose of controlling 
*hem. In the fourth place, it is unquestionable that 
i great deal of waste results from the multitude oi‘ 
idiydnistrative* offices, and that a more efficient 
service could be provided if the system were treated 
IS a aingle whole. Finally, railway^work, though it 
s highly skilled and demands great aSmlBistrative 
ibiUty, is past the experimental stage and is well 
itanskrdis^d; though it is probable that a new 
experimental period lies before us. The reasons 
in favour pf a unified national railway system are 
thus very strong indeed. 

The arguments in favour of national ownership 
jf the costl industry stand upon a rather different 
footing. It cannot strictly be said that the industry 
has a necessary monopoly even of the home-market. 
But the coal industry is the very foundation of all 
the rest. Britisti prosperity rests mainly upon coal, 
and when British coal ceases to supply the whole 
needs of the hoW-market, not to 'Speak of the 
export-market,, one of the main pillars of pur 
prosperity will havq li^n destroyed. But our 
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coal-supplies aije a rapidl;^ wasting asset* and it is 
supremely important that they shouldhiot be waste- 
fully used. In this indutAry, begSauso of its peculisu’ 
conditions, the existence of a nuirbcr of distinct.^ 
coal-getting companj^s worldng for^jirofi/ is neces¬ 
sarily wasteful, and this for a reason which does 
not apply in other industriijf;. A.inivate company 
cannot afford to work a mine when it ceases to be 
profitable, even though it is far from being worked 
out; and mines ojjce abandoned can seldom be 
reopened. But it is to the national intei-est that 
they should be worked as long as J)os.sible.» IVero 
are mines working t»-day wdiich would have been 
abandoned but for the fact that under the scheme 
of control set up during the war tlife richer mi|ies 
arh made to pay for the poorer mines. For these 
reasons it has b^n found necessary to keep in being 
the systasn control initiated' duiing the war; 
and though this system of control, being a hybrid 
between private and public management, is by 
common consent exasperating, complicated, and 
unsatisfactory, it cannot bo dispensed with. There 
can be no retukn to the purely private system which 
existed before the war. Some kind of national* 
system has lo be set up ; and under thase circum¬ 
stances it may reasonably be urged that it is best 
to make a clean departure, and to get rid of the 
existing confusion and overlap;ging. 

The reasons for .nationalisation of the coal 
industry are t^us on the surface strong. And these 
reasons are anforced by two othbrs, not directly 
arising from the working of the industry itself. 
Onfe is that it has already been decided that the 

K 
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supply of electric powe{ must bewganised on a 
national basis; and the supply of Electric power 
depends upon ,cofi. Thu other is that a Royal 
^Commission jjas already reported, by a majority, in 
favour of national ownership, a^d that the majority 
of the workers in the mines have clearly made up 
their rniijds, whether r/ghtly or wrongly, that they 
.,}vill not work zealously under any other system. 
These ipasons should not be decisive unless the 
arguments drawn from the actual working of the 
industry were veiy cogent; but they rightly have 
grftat ii^eight as reuifoi-ccments of thc.so arguments. 

The opposition to -national ownership is main¬ 
tained by arguments to which all Liberals are bound 
to„attach great weight; one is that nationalisation 
must involve either the inefficiency of parliamentary 
and bureaucratic management, or ,tho tyranny of a 
producers’ monopoly. These are the'tvtt dangers 
of nationalisation in any industry against wMch 
Liberahsn) must always bo on guard. But we have 
already seen that it is possible to devise a system 
of management which avoids both of these dangers, 
and that they should, therefore, pot be allowed to 
stand in the way if the reasons in favour of national 
, ownership and unified control are convincing. 

The second main argument rests on a stronger 
ground. It is urged that, just as the development 
of a new process or, a new idea in industry which 
would be apt Jo be coldly oegarded by a public 
department administering public . funds is given a 
chance when the owner of capital 'is encouraged 
'to' take the risk of loss in the hope of making large 
profits, so the openiijg df new mines and the intro- 
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duction of ney faethods are due to the jiourage of the 
capitalist in taking the risk of tot^l loss. So far^as 
concerns the introduction of nlw »j3rocesse8, there 
is force in this contention. But so far as conceftiS’ 
the opening-up of nW mines, the argument sdrely 
possesses no validity. The opening-up of new 
pits, and the facing of the fisk that? a pit may be 
sunk in the wrong place, is a matter of daily necessityf 
almost of routine, in the coal industry; the*develop- 
ment of new ideas in Industry is not in the .same way 
a matter of daily necessity for thc^ continuanq^ of 
the industry. Many^ industrial concerns get along 
yery well without themselves’trying new processes : 
they can adopt those that have beep proved suc¬ 
cessful. But mining companies mvM open rJfew 
pits; they can't wait to adopt those that have been 
proved successfuk Indeed, the risk that attends the 
opening of new pits, just because it is so unavoidable, 
is a risk that should be distributed over the whole 
industry. ^ 

A third argument, of a more practical kind, is 
based upon the fact that many mines are worked 
in close connelien with other industries, such as 
steel-works, ^.nd are owned by the concerns to which 
these works belong. It would often be bolh difficult 
and disadvantageous to withdraw these mines from 
their present management and place them under a 
distinct control. But this dif^ulty could readily 
be met if the Board Vhieh was pkced in eontrol 
of the nationalised mines were empowered to lease 
particular mines, subject to the condition that they 
should be worked under simi^ rules to those adopted 
by the Board. 
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The reason^ for national cnvnershi^ ^nd control of 
the coal-mines sQcm therefore to be almost as 
s'trong, though I on* different grounds, as those for 
•Sialtional ownership and control of the railways. 
And on its owil' principles LMralism would there¬ 
fore be led to assume that the presumption is in 
favour of a ndtio'nal sjfStem in both of these cases, 
^subject always to the provisos that the manage¬ 
ment is' neither brought under direct ministerial 
and parliamentary control, nof turned into a pro- 
, dupprs’^monopqly, but that in each case a separate 
organisation is set up, suitable to the needs of each 
industry. In arriving'at this conclusion Liberalism 
does not in thp least depart from its belief in variety 
of'industrial methods, or from its conviction that 
over the greater part of the field of industry private 
enterprise is essential for the adequate/leyelopment 
of national wealth. 

But this conclusion is still a theoi’etical one; and 
before the question^is brought to a practical issue, 
it is necessary to examine with care the financial 
aspects oft the problem, and to determine whether 
from this point of view the acquisition of these 
great industries will bo advantageous .to the com¬ 
munity. We need not, of course, be deterred by the 
alleged difiBculty of raising the capital requir^ to 
buy out the present owners of railways and coal¬ 
mines : they would' simply be given national scrip 
in return for their existing strip, on a basis to be' 
determined. The sole problem is to determine what 
■ tills basis should be. Many people hold that the 
railways are a rapidly depreciating asset, because 
of the growing competition of road-bome transport. 
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Many hold thatthe ooal-ftuDes are also a depreciating 
asset, not only because of the approaching exhaus¬ 
tion of our coal-supplies, ‘but stt'J more liecause tMb 
very high price of British coal ihust necessarily 
lead to the dcvclo]^;»cnt of other sources rf)f eoal- 
supply, and alternative forms of power. If this 
view is sound, and if it beeomes’picvaloBt, it will 
presently become impossible for the privately 
owned railways and coal-mines to obtain the capital 
necessary for working them ; and since the time is 
far distant when we can dispense with either, the 
State will have to step in to assist them. Tlfese 
.considerations are importaflt, and ought to bo 
carefully v:^'ighed, and any scheme for nationalising 
railways or coal-mines ought to pay due regard, to 
them. But they do not invalidate the considera¬ 
tions already dkicussed. 

It is needless to pursue the argument into other 
fields, or to discuss the cases of canals, or forests, or 
banking, or insurance, or the Hquor-traffic. Each 
must be considered on its own merits; and enough 
has been said to indicate the point of*view from 
which liberalilir. is Ukely to approach the discussion 
of projects of national ownersMp and unified control, 

But there is one fundamental question of this 
order which has still to be considered : the question 
of the land, which stands by itself, though its 
bearings upon industrial polisy are intimate and 
obvious. 



.XIV 

LIBJSKALISM AND THE LAND 

No tenable system of national eeonomic policy 
.caiLbe ,put forAsard which docs not clearly define 
the principles upon which the ,uso of and access to 
land should be determined ; for land is the founda¬ 
tion of all productive activity. 

The system of unrestricted private ownership has 
placed in the hands of a small class of landowners 
the power to dictate the conditions ?iponw,hich land 
may be used, and to hold to ransom communities 
which, since they cannot thrive or prosper without 
access to it, must pubmit to whatever terms the 
owners of the land impose; and the way in which 
this systeiL has actually worked i^ very largely 
^responsible for the cramped and‘unhealthy con¬ 
dition of our towns. Moreover the development of 
all mining industries, of forestry, and above all of 
agriculture, which is still, even in England, the 
' greatest of national industries, is made to depend 
upon the good will,‘intelligence, and resources of 
owners of land. ^ In a less depee, but still really, 
the development of convenient confmWeations and 
thp proper employment of sources of water-supply 
and water-power are dependent upon the same 
uncertain factors.^ An unrestricted private control 
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over this greatest andt'^ost fnndamoital of all 
natural monopolies, this governing 'factor in thO 
conduct of all activities, thus j|aces in the han^p 
of those who wield it a degree oflrrasponsible power 
over the lives and fs^'^uncs of their fellbw'' which n6 
free people can be expected to tolerate. * 

What is the attitude of l 4 bcral«!m,on this funda¬ 
mental issue ? Historically the outstanding feature 
in modern Liberalism has been its struggle agairA 
the power of a landowning oligarchy, anO against 
the theory (which once dominated om national life) 
that “ those who own the land muA rule the lai|d.”< 
^The monopoly of pftlitical ]wwer once enjoyed by 
the landowning class has been destroyed by Liberal¬ 
ism ; the economic ascendancy upbn which this 
political power rested has l)een greatly weakened. 
But it still con|titutcs a serious restraint upon the 
developifient of a genuinely free community and 
upon ihe expansion of its’ productive activity. 

No Liberal will deny that it is the unquestionable 
and inalienable right of the community as a whole 
to determine how the land is to be used. In pure 
theory there is ijo sphere in which the argument for 
public ownership is so strong. Unlike capital, landk 
is not created by individual effort and* thrift. In 
its “ prairie ” condition it is “ the gift of God to man.” 
Even its improved value is only in part due to the 
efforts or expenditure of thq owner and his pre-' 
decessors; it is due far more largely to the activity 
of the oommujuliy as a whole, in creating communica¬ 
tions, openiftg markets, and brihging population, 
whose presence is necessary to give the land‘its 
value. Moreover it is olfrious that if all land were 

r 
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in public ownership the .difficulties'in the wity of 
dealing with \ihe growth of towns, the planting of 
ferests, the orgaiy'satiorf of water - supply, the 
^eyelopment ^ot communications, would te much 
mor§ easily dealt with than is/he case when every 
patch of land ‘needed for these purposes has to be 
acquired ^aftcn tedious, negotiations with many 
owners, and often at an unreasonable price. 

Should Liberalism, then, place the public owner¬ 
ship of all land among the objects of its policy, as 
one of the foundations of a better economic order ? 
'As Sh every other similar case, the question must 
be dealt with as a practical o'ne, on a balance of 
advantages and disadvantages. If it can be proved 
thaj, our sociefy being what it is, public ownership 
affords the best means of making use of the resources 
of the land, and the best way of safeguarding the 
liberties of the community, there is no more to be 
said. But .there is a good deal ou both sides of this 
question. . 

To begin with, it & undeniable that the pride of 
ownership ^nd the sense of absolute security in 
possession have proved to be, in .a'multitude of 
Instances, among the most potent meanp of stimu¬ 
lating industry, thrift, and self-respect. In all 
countries where a landowning peasantry exists, as in 
^Ireland or Franco, these motives are extraordinarily 
powerful; and in these countries any jprpposal of 
* State ownership qf land would be violently resisted. 
During the last three years we havetseen how, in 
Russia, the uncoinpromising Communist theories of 
die' Bolsheviks had to give way to the passionate 
eagerness of the peasai^ts fc own their loved acres-; 
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even the Bolsheviks hav« had to accept, t&ough wit^j 
a bad grace, t^ establishment of a system of private 
ownership of fend. We* are rfjt .entitled to dis¬ 
regard a feeling so strong, so world-wide, and.sg 
capable of producirf^finc results. J'or thaj rqason 
there are many thoughtful and publib-spirited men 
who, while recognising that land atand| upon a 
different footing from capital, nevertheless hold 
that in the case of land, as of capital, a ^ery wide 
diffusion of private ownership is better for the 
community and better for the individual than any 
system of public ownership. 

, These considerations are hot in themselves con¬ 
clusive. It may reasonably be urged that a tenant 
under public ownership, if he werc'^'given socujity 
of tenure, would really be better off than a proprietor, 
because he couVl more easily acquire his land and 
more eaSily dispose of it; while enjoying secure 
possession ho would be saved from that slavery to 
the land which often marks the peasant-owner in 
countries where small propertiSs arc common. For 
that reason, in the movement for the,creation of 
small holding^ liberal policy has generaUy favoured 
tenancy un^er public OTOcrship, while Conservativf? 
policy has favoured outright proprietorship. It 
may also be urged that the scientific development of 
agriculture is in fact discouraged by a system of, 
small propbrties whose owners oaimot carry on 
large-scale cultivation, or expend .adequate capital 
on their land;.the small proprietors, who were 
numerous in eighteenth-century ifngland, had to be 
swept aside before scientific agriculture could ^dn 
its triumphs. Finally it may be urged that, if large 
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properties in land oSer olisISicles to public improve¬ 
ments, the eiistenco of a very large number of 
smiill properties yro/[iJd offer still greater obstacles. 

The argum(pifa, therefore, for and against private 
property in land seem to be J?islancod. But when 
we come to cohsider whether it is desirable to under¬ 
take a definite programme of land-nationalisation 
the fact that there is so even a balance of argument, 
and that, there is a very great body of real and 
sincere feeling in favour of ■private ownership, 
constitutes a material factor. The operation of 
natibnalising th6 land by one sweeping enactment 
would evidently be a gigantic undertaking, certain 
to lead to conflict, dislocation, and bitterness on a 
very large scale'; and this at a time when the nation 
is already overstrained, and when a great complex 
of problems awaiting solution have already disturbed 
the normal placidity of our people. ' 

It is, indeed, a fact of vital importance, which 
ought not to bo disregarded, that the community 
has in fact pernjitted during many centuries the 
upgrowth of an all but universal system of private 
ownership, with which all sorts ofc traditions and 
sentiments, whoso strength and value np wise man 
will underestimate, arp closely intertwined; and 
that it has encouraged the frequent transfer of 
^.ownership, the investment of savings and the 
exercise of private effect upon the land,* to such an 
' extent that ther^ is now an inextricable tangle of 
rights and claims which cannot mereiy be brushed 
^de. Moreover,'during these last years of rapid 
change, a transfer of ownership has been takipg 
place on a very great scale. Farmers have been 
buying their farme; great estates have been broken 
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np ; quite humble peoplfe iave, in very large numj 
bers, sunk tli^ savings of their lifetime in the 
purchase of houses and patches ^f Jand. Since the 
war the number of owners of land in. this country 
has been very larg§S^ increased; and this,process 
has almost certainly been accompanie’d by a growth 
of the pride and sentiment (rf ownership. , 

In face of all these facts, the Liberal, unwilling to 
allow himself to be dominated by abstraetjons, will' 
conclude that, since 'there is much to be said, from 
different points of view, both for public and for 
private ownership, it is desirable ttiat both shcmld* 
»co-exist, each yielding its o\^n advantages, just as, 
in the held of industry, a great variety of method 
and ex})eiiipent should be encouragect. 

Tho liberal will the more readily come to this 
conclusion because the main evils which have 
attached to private ownership can in fact lie largely 
or wholly remedied* without recourse to so heroic an 
expedient as the immediate nationalisation of all 
land; while at the same time tfie purposes for which 
public ownership would be most valuable can be 
mot by a systSm of compulsory purchase on reason¬ 
able terms.. 

The two chief drawbacks which have attended the 
private ownership of land are (1) that the owners of 
land, especially in the neighbourhood of large towns,, 
reap the behefits of the increase of tho value of the 
land which is due to tSie activities of the community; 
and (2) that ih#y are in a position either to stop 


ta sell their land, or to name their own termsTor 
permitting them to take place. 

Liberalism is* deeply oommittdd to proposals for 
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removing these evils. Refore the Hvar a Liberal 
Government &nd Parliament introdjiced measures 
having these en(k jm vie-H^—a systeiii of land taxa¬ 
tion, and especially of duties on “ unearned incre¬ 
ment,” together, with a systenyiof land-valuation to 
determine , the'basis on which these taxes, and also 
rates, shojild be paid. f.The proposals, which were 
greatly altered during their passage through the 
HcJuse of, Commons, and in their final form repre¬ 
sented more or less of a conorpromise, were only 
partially successful; largely because the process of 
ValAation was n'ecessarily slow and expensive. In 
1920 the whole system" has be4n swept away by a 
Conservative Chancellor of the Exchequer, with the 
confsent of its principal author, now Prime Minister. 
No substitute has been provided, or even suggested 
for the future. 

In the eyes of most Liberals this is a disastrous 
retrogression ; in the eyes of maJiy, a betrayal. In 
any case liberalism is pledged to find a new and 
more effective means'" of securing the ends we have 
defined. ^ 

It is not our business here to definfe the terms of 
legislation in a complex and difficult question. But 
in case thete are any who imagine that the events 
of this year have proved the impracticability of any 
such reform, it may be worth while to indicate one 
way in which the result desired might be compara- 
' tively easily’attained. 

Let every landowner be required, twithin a defined 
period, to assess the value of his own land, apart 
froin the buildmgs on it, and of each parcel of it: 
that will overcome th^ difficulty arising from the 
slowness of Government valuation. <Let this Valua- 
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tion be accepted withoel; question. On’ this basis 
the landown^will pay his rates; oiP this basis hS 
will be taxed; and at thie priceAho community aa«t 
purchase his land when it is needed for commupal 
purposes. When tte land changes ^jhands either by 
inheritance or by sale to a private purchaser, there 
will bo a new valuation, (^terminqd by the price 
obtained or by the valuation for probate. Any 
change in value as compared with the ■ owncfs 
original valuation will be due to one or more of 
• three causes: to the expenditure of capital on the 
land; or to an alteration in the talue of 'mcftiey ;• 

, or to “ unearned inbremento” due to the activities 
of the community. Let the changes in value due 
tp the first two causes be allowed for, and any 
increase that I'cmains will represent “unearned 
increment.” TJhe community may justly take the 
whole of any part of tliis increment; and it is for 
the community to* decide how much of it it will 
take, and in what way. On the ether hand there 
may be a “ decrement,” and ‘in that case the new 
owner of the land is entitled to Kave ^is valuation 
for purposes dl yates and taxes revised accordingly. 

With the provisions for the valuation and taxation 
of land should be coupled a Land Purchase Act, 
empowering any public authority, subject to reason¬ 
able conditions, to buy land required for public 
purposes at the price fixed according to the ofBciaf 
valuation, on wMch rates and tjxes are paid, or,, 
in the case oi vrban areas, to acquire at this price 
whatever land it requires for purposes of develop- 
Hjent. This power of compulsory purchase would, 
of course, be limited to fiublic .authorities requiring 
land lor publia purposes. It wauld enable a Town 
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Council to'buy the land ngcessary fo»the reconstrue- 
'lion of a eluin; a County Council t^ buy the land 
ijeeded for small WJdingc or experimental farms; 
the Admiralty jo my the land needed for a new 
'dockyard »• tne^ Railway Boaj(d to buy the land 
needed 'for an* extension ; it might be extended to 
allow a Univefsity to,buy the land needed for a 
laboratory, or fcu" other such pui^poses. But in any 
elite the land required would be obtained at a just 
and reasonable figure, to whielv would only have to 
be added, in many cases, some compensation for 
disturbance, pay.ible.to the tenant. 

There is, however, another difficulty which stands 
in the way of large proposals for public improve¬ 
ment. When L Town Council wants to clear out a 
slum, or a County Council is faced by a large demand 
for the creation of small holdings, it ,lias somehow to 
borrow the money required, and it is oftort difficult 
to do this. This difficulty would be overcome if, 
instead of being paid in cash, the landowner were 
paid in bonds issued by the Treasury. He would 
thus get a Goyeriiment security bearing a fixed rate 
of interest. The interest on the bonds thus issued 
thould be a charge on the public authority which 
had obtained the land, but it should pay slightly 
more than the actual rate paid on the bonds, in 
order to provide a sinking fund by means of which 
'the capital could be gradually paid ofi. <• 

, On this basis it would be, possible for public 
authorities, without cither secrecy, qjr delay, and 
mthout any elaborate financial operations,, to 
acquire at a reasonable price possession of any land 
necessary for public imprdvements, subject only to 
such restrictions, in the interests of,justice and of 
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sound finance* as the .State might irtQ)ose. The 
land thus aoauired shoufd remain permanently ifl 
public ownersKp ; its alienation ^nould be prohibitejj. 

It should be noted that, in general, it would te 
tho land worst tD»fi,ted under private ownersliip 
which would bo thus^ticquired. The .good landlord, 
who spent time, thought, and mpney on his land, 
who treated his tenants wth understanding and 
generosity, and who felt a sense of responsibility for 
the use of the power vested in him, would usually 
be left undisturbed. There are many such land¬ 
lords ; their work has provided, in a large dcjgee, 
the justification for 4he exisEfing system; and there 
are many who think that their individual and 
personal interest, their sfinse of ob’igation and of 
the duty of public service, their knowledge of lind 
long-established friendliness with their tenants, are 
factors making* for good-fellowship and for good 
work which would not easily be replaced by a 
bureaucratic administration under a scheme of land- 
nationalisation. These qualities, where’ they exist, 
are in the highest degree worthy of preservation. 

A scheme which contemplates and renders possible 
their preservation, which puts a premium on tha 
good landl6rd and penalises the bad,„and which 
thus retains a valuable element of personal and 
individual service and effort, while at the same time 


it removes t,he evils that have resulted from private' 
ownership in land, apd gives lo the community the 
power to protect its liberty without unduly en¬ 
larging the fq)here of State interference, is wholly 
in accord with the fundamental ideas of liberalism. 



XV 

AGPlCin.TU«AL niSVELOPMENT 

' Tiieks remains an aspect of land policy yet more 
important than the foregoing :, the development of 
the resources of the land, and the establishment of 
• British ngricultare in secure prosperity. 

That this must form an essential element in a 
sane national policy has been made pretty obvious 
by the experiaice of the last few years. Before the 
war wo were producing less than half of the food¬ 
stuffs necessary for our population, and only one-fifth 
of our staple foodstuff, wheat. In the same yeara 
Germany and Denmark were pipducing double the 
amount of foodstuffs per cultivated acre that we 
were ; and the soil ef these islands is not naturally 
less fertile, but more fertile, than that of Germany 
and Denmark. If we produced as mach per acre as 
^Germany and Denmark, we should got from our own 
soil nearly enough to feed our populatiori, though not 
enough wheat. Our failure to do so means that 
we are failing to utilise fully the greatest and the 
most stable source of our wealth, and almost the 
only one thak is wholly imdpr our own control; 
and, what is yet' more important, we are failing to 
make use of one'of the best means o£ producing a 
strong and healthy population. 

During the war, this Mlure nearly brought us'to 

‘ U4 
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utter ruin. TIr effort •wp made during the war 
(when England was the only Europan country 
which malcrialfy incieascfl its ^'o^uctinn of food* 
stuffs) showed that it was possible tft bring alrouUf^ 
great improvement,•iwcn in face o^ tlic facts that 
our agricultural po])uIation has terribly shrunk in 
numbers during the last gwierattooi thi\t R was 
heavily depleted by the calls of the Army, and that 
the highly-skilled profession of agriculture *cann&t 
be successfully carrfcd on by amateurs, however 
••wealous. It is our plain duty to make sure that we 
arc not again reduced to the same pfedicamdht. ' 

. There are, it is true, some ;^oople ■ including some 
eminent Liberals—who say that we ought to frame 
our policy on the assumption that we are going ,to 
enjoy permanent peace, not on the assumption tlrat 
there is going t 0 |be a renewal of war ; and that wo 
should leave agriculture to its own resources. That 
is rather a sanguin^or ostrich-like view. However 
eager we may be to ensure the success of the League 
of Nations, it is not yet safe to f),ssum6 that the 
millennium has been attained; the omsns at the 
moment are nV very hopeful. In any case, to 
neglect our ^ood resources, and to leave ourselves 
as defenceless as we wore in 1914, or posSibly more 
defenceless, would surely be a positive encourage¬ 
ment to the renewal of war. The spectacle of these 
rich islands At the mercy of any Power which was 
prepared to employ •ruthlessly a Jiandful of sub¬ 
marines—now^ mere dangerous than they ever were 
—would surely be a criminal challenge to war. The 
development of our foo^ resources is not only 
necessary as a measure of piptection in the event 

L 
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of war, it is necessary as safeguaid for the con¬ 
tinuance of pfeace. / 

■ Sut there are ot).er consideratior'.s which lead in 
^hf same direction. There is to-day a serious 
shortage i.i the world’s prod^^cion of foodstuffs; 
and it will he a good many years before this shortage 
is cm’od., It ic our duty both to guard ourselves 
against it, and to make what contribution we can 
to‘the ebramon need of the world. 

Moreover we have to contemplate, and prepare 
against, a change in the character and direction oL. 
ouf'foreign trade, by means of which wo have 
hitherto kept ourselves alive. *A highly important 
element in our foreign trade has hitherto been the 
export of coal. ” That has declined, and wOl probably 
continue to decline, partly because we are producing 
less coal, and producing it at so hjgh a price that 
we are being imdersold in foreign markey; partly 
bocause--quickened by tins very fact—the world is 
increasingly using oil instead of coal for many 
purposes. This may lead to a general decline in 
our foreign trade, in which case we must use every 
moans of increasing our home production of wealth 
*to make good the deficit. ' 

Even if ‘this result does not follow—and it can 
only be averted by energy, foresight, and hearty 
co-operation—^the decline in the export of coal 
hanicaps our shippirg, which is the very breath of 
life to us, becajsp it deprives it of bulky and profit¬ 
able out-going cargoes, which saved, fhips from the 
. nece^ty of doing half their trips with empty holds 
and therefore kept freights down, and made,it 
possible for our shins to compete with their rivals. 
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The only way ift which ^e^can remedy the reduction 
in bulky out-Wng Cargoes is bj bringing about a 
corresponding OTUction ill bulkAin,-coming cargobS. 
This would, no doubt, reduce the tojp.1 volumo»€|i 
freight carried to ltd from this cevmtry. „ But it 
would mean that the Slips would be m*oro able to get 
cargo both ways, and so couH charge* freigjits which 
would enable them to compete with foreign rivals; 
and it would release ships for the general. Carrying 
trade in all parts ok the world, by which we cam 
unuch of our national income. The only way m 
which we can balance the leductioh of bulky (Jut- 
going cargoes is by reSucing the import of foodstuffs ; 
and the only ways in wMch we can do that are 
either by starving (which we may come to) or by a 
greatly increased production at home. 

Thus on all gfDunds it seems to be of the highest 
national importance that wo should do everything 
in our power to HHng about a great revival and 
development of British agriculture. Wo may regard 
it as certain that if scientific mothpd, the increased 
use of machinery, entoiprise, oo-operatio», organisa¬ 
tion, skill, and ititiative were more vigorously applied ^ 
than* they ^ave hitherto been, great results could 
be obtained from our fertile soil without Sny burden 
upon the taxpayer. What are above all needed 
for the development of our agriculture are more 
brain-power knd better organisation. 

The most valuable tiid which the*nktion can ]^ve 
to the revival «of* its agriculture is the organisation 
of research, and the systematic diffusion of its 
respite. To this we must ^mainly trust, if our past 
neglect is to be redeemed, l^i^t the work must be 

L 2 



148. (tlBl^ALISM‘AND INDUSTRY 

4 

undertaken in no half-hcahed or higgling spirit. 
Here, assuredly, is^a sphere in which' generous and 
ihfelhgent expendi^e wiB reap a fifty-fold return. 
P we can obtiid' a scientific analysis of all our soils, 
and the.bCst Ways of enrichiiyj'^them, and the uses 
to which they can be most profitably put; if we can 
study tha prohle&s ofeplant-life systemfitically in 
relation to our climate; if wo can explore to tho 
utmost Ihe possibilities of labour-saving devices in 
field-work, and the best way# of bringing about 
economies in distribution; and if, finally, wo can*- 
by* a highly organised system of propaganda lead 
our farmers to welcome new methods and to study 
them, instead of clinging to the rule-of-thumb 
methods of their ancestors, there is scarcely a limit 
to the improvements which can be brought about 
in the productivity of our rich and fertile soil. 

But more than tliis is needed. One of Ihe main 
reasons why agriculture has dechyed has been that 
men of ability and initiative in all grades have been 
drawn away from the fields, leaving only those 
whose loveifor the land was too great to allow them 
^to be tempted, or those who were \oo stolid and 
conservative to change. They have to he attra’cted 
back again; that is the main desideratum. It 
cannot be satisfied in a day, and patience will be 
required. 

What is needed if" men of keenness' and ability 
are to be attracted into agricifiture, not only as big 
farmers, but as labourers and as srnaS,holders ? 

First of all, a man who takes up agriculture must 
be sure of good wages, pn which he can decently 
support a familv. He must be able to get a good 
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house, which ;vfill really*hp his own, not liable to b^e 
taken from lirn if he gets into the baH books of the 
farmer. He iSust have no s-eajon for lookiilg 
forward to the workhouse, whicfi h&a hitherto been 
too often the rewafd of a long life-of honest work. 
He must have prospects of advancelnent, however 
humbly he may tegin; the Chance of takipg a small 
holding, and of getting, on the strength of Ms 
industry and character, advances of tl^,c* capital 
necessary to work it; and beyond that, the chance 
of taking a bigger farm if he has enough ability, 
thrift, and industry. Finally, he'must be saVed' 
from the deadly stagnancy which has fallen upon 
village life in England, not merely by being provided 
with the means of rational amusement, but still 
more by being able to feel that he is a member of a 
co-operative (xjramunity, which helps him and 
deserves* his service. If such conditions could be 
established, there i!eed bo no fear of men not being 
attracted to a country life, the longing iov which is 
ingrained in most Englishmen,, moat of whose 
ancestors, until yesterday, lived this life.. These are 
the conditions which we must set ourselves to 
create. Wto ought to be done to create them ? 

First of all, in order that he may be ible to pay 
good wages to his labourers (which is the root of the 
whole matter) the farmer must be helped to make use, 
of every scientific method, and of every mechanical 
device, for increasing output at ijier least possible 
cost. The was has already taught him much in this 
regard; but much more can te made possible by 
experiment and research, and by making nW 
methods and inventions knov^ by means of demon- 
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^tration. That is a propel functiort ior the State. 
Secondly, at^vances of working coital must bo 
ftiAde easily arailajHe both for the wge farmer and 
^o»tho small ^dldor. If the existing banks will not 
undartaj^e? this »n an adoquat^. fealo, a new banking 
system must 'bo develop^, as in other countries. 
Thirdly, l^he p»od\icer, hrge or small, ramit bo sup¬ 
plied with the best possible facilities for marketing 
hi^ prodijce on the most favourable terms. That is 
partly the work of the railway* system. But it can 
also^be greatly forwarded by a co-operative system^ 
‘such as'has wo/ked a revolution in the agriculturo 
of Ireland and of Deiimark; and co-operation can ^ 
do much more for the farmer, the small holder, and 
thq labourer besides helping them with marketing. 

All these are methods of stimulating and assisting 
agricultural development which, if systematically 
used, would bring new life into our countryside. 
They have to fight against muchhtoM conservatism, 
but a good deal has already been done by the pressure , 
of the war, and,, much more can be done under 
intelligent leadership. 

But in addition to all this, th» producer must, 
we are told, be assured of a price for .his product 
which will enable him to pay good wages, and 
encourage him to put forward his best efforts, to 
take risks, and to aim at the maximum yield which 
his fields can give. 'How is this guarantee to be 
givep ? 

Some think that it can only bo as^qred by means 
•of^a tariff on imported foodstuffs : some even speak 
as if a tariff would bo pnough by itself to bring 
about a great revival of agriculture. But a tariff 
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is a double-edged weapon, ve’^ ineffective for tfte 
purpose for '^'hich it is devised, and very costly. 

If it is necessaiV for tho .commiAity to pay for tltf* 
revival of British agriculture -aM U is by no meps 
certain that this «ill be necessary^ ^s things^ noV 
aro—^it is much bcAter, and much che&per, to 
guarantee a price, and to ^ay tho farmer directly, 
out of tho national exchequer, tho differenSe between 
the market-price and the figure of the guarantee. 

A tariff raises the fliice all round, both df the im- 
,ported and of tho home-produced artiolo; and 
though part of its proceeds comes into the eychoq|ierf 
tho total amount paid in increased prices by the 
consumer is likely to be much greater than the 
amount of any subsidy to the farmers. A tariff is 
operative in oveiy year whatever tho world-price 
may be; a siib.sidy will only be paid when the 
world-price is lower than tho guaranteed price, and 
only to that extent—the community pa,ys only 
what is necessary to effect the purpose p view. If, 
as may well be, other devices succeed in improving 
and cheapening the home product, tho subsidy may 
not have to paid at all; the tariff will always 
have to be paid. At present the world-price is ss 
high that, though a guarantee is given^it does not 
actually cost anything. This state of things will 
probably last for a number of years; and by the^ 
time it has«come to an end, pneigetic measures for 
attracting brains said skill into ^gricultmal work,, 
for conductiijg,research, and for organising more 
-efficient methods of co-operation and distribution, 
may have made it possible for British farming to 
hold its own once moi^ against all rivals, even 
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\<;ithout subsidies. In an^/;ase, a sjfstem of guaran- 
\;ccd prices 'should bo regarded ^imarily as a 
transitional measulp, wlul» rcseardyand organisation 
arc bringing abduWan imj)rovement of methods. 

*’ But evfii ^his is not all thar!- is required. The 
cultivatbr, whether large ori small, needs greater 
security of tenure than he now enjoys. Ho needs 
real safeguards against unreasonable increases of 
rfent—the only sound reason for an increase of rent, 
in gencnll, being that the lan4owner has expended 
money in improving his land. He needs greate^ 
• frqfdom. from sestrictions embodied in his lease, 
whereby ho is tied down to* certain methods of 
cultivation and denied freedom for experiment. ‘ 
In some of these respects the last Liberal Govern¬ 
ment has already given real relief; but there is more 
still to bo done. Finally the small man needs,a 
very great increase in the opportunities for taking 
up small holdings on reasonable terms. Not that 
the small holding ought to be regarded as the 
principal means of bringing about an agricultural 
revival: it is on'the large farm (which may often 
be co-operatively run) that large-rcale scientific 
•production can best be undertaken. But there are 
certain forms of production for which the small 
holding is peculiarly well suited. It also offers a 
career for the small man, a stimulus to ambition; 

' and for this reason small holdings ought to exist 
. alongside of large farms. The,great obstacle in the 
way of extending the number of small holdings on 
an adequate scale has hitherto been ‘the difficulty 
of'obtaining land at a reasonable price for the 
purposes contemplated by the Small Holdings Acts. 
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The system of gompulsojy land purchase’at reasojt- 
able prices wlSch we have already suggested would 
rapidly nii(J easi^ amend this. 

It is not a simple matter to r*vi\c English ajjri- 
culture after the neglect whicn it has.Iong sulierecP 
A whole code of legislation is inquired, baeked by 
enlightened and sympathetic administration. But 
the object of tliis code woufd be, not to \nake the 
cultivation of the fields a function of the State, bflt 
to use the power of Jhe community for thd purpose 
releasing the factors of enterprise, individual 
energy, and voluntary co-operation fjom the shael^cs* 
which have hitherto restrained them; and to open, 
on the rich soil of England, a career to talent and a 
field for the exercise and development of indi¬ 
viduality. These are aims wholly in accord vftth 
the spirit of Liberalism; nor is there any aspect 
of national life m which that spirit is likely to lead 
to richer results. • 




XVI 

OTHICE ASPECTS OE SOCIAL POLICY 

In th6 foregoing pages we Jxave tried to analyse 
the prmciples which should guide liberalism in aij 
, a^iwincp towards a healthier industrial organisation, 
wherein not the few only, but all who share in the 
work of production, could foci that they might 
willingly and eealously co-operate as free men; an 
advance not dominated by a preconceived and 
rigid scheme defined in abstract formula), but usjng 
and delighting in an infinite varietj' of method, and 
leaving abundant outlets for many forms of indi¬ 
vidual energy. 

But a reconstruction of industrial organisation is 
not enough to 'satisfy the needs of a free com¬ 
munity w&ich values manhood mope than wealth. 
It is not enough even for the highest kind of indus¬ 
trial ef&ciancy, which ought surely to* thrive he'st 
if its agents are men and women with healthy bodies, 
sound tastes, and alert and active minds ; men and 
women of real individuality^, whose powers are not 
allowed to rip? to waste. , 

The conditions created by the industrial develop¬ 
ment, of the last century and a half have certainly 
not been favourable to the production of a popula¬ 
tion of this character. They have condemned the 
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bulk of the nation’s msinjiood to live iif ugly, d|- 
pressing, and unclean surroundings; ar*i the health^ 
protest against tlSese consHtutcs (j*very large element 
in the unrest and discontent of tb-iay. They have 
produced a popula^on of alarmingjly.’^lov' physicifl 
standard. Nor has ifcarly enough been ybt done 
to render easily accessible t(j all mcq the means of 
self-training, whether in practical arts, of in those 
nobler studies whereby a man finds his better self 
by learning the greatness of the heritage of beauty 
•nd of thought to which he is the heir, and whereby 
ho becomes more fully a member ofrtho commtfiijty. 
by entering into thfi best traditions, and sharing 
the hopes and achievements, of his ancestors. Finally, 
considering the extent to which modem industrialism 
is dependent upon the discoveries of science for*all 
its advances, has been quite extraordinarily 
neglectful of the importance of providing for skilful 
and unflagging sci(*itifio inquiry. 

For all these needs a wise and forward-looking 
policy must take thought: ftr housing, and the 
amelioration of our cities and Mages; for the 
health of our^ople; for education, of adults as, 
well as of children, and the enlarging and refining* 
influence of the arts; for organised and systematic 
research. Provision for these ends is essential to 
a sound industrial policy, though it looks to ends 
far wider than mere industrial success. In theory* 
we are all awake to 4/hes6 needs; ^nd wo recognise 
that they cannot be left wholly to the spasmodic 
and unregulated operation of private forces, but 
that the organised power of the community nrtist 
be brought into play to supply them. 
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But thfere is grtat danger, in all these spheres, 
'and more especially in the less material of them, lest 
.governmental and*,official control /Inouy be carried 
tqo far, and stlould exercise a deadening influence, 
'rhis danger is already perceptiffie in our educational 
system' which tends to shape everybody after an 
accepted pattern, and by so doing to stunt indi¬ 
viduality. Here again, as in the industrial sphere, 
tti3 problem is to combine the necessary degree of 
communal action ivith the maintenance of individual 
and local freedom and variety of method. Hei;|i 
• agtlh the Libiral passion for individuality and 
freedom is needed to safeguard us against a stereo¬ 
typed, centralised, over-regulated system. 

i .—Bousing and Town-Planning. 

The problem of housing, and tie closeiy-related 
problem of improving our cities and towns and 
clearing ouf their soul-destroying slums, are to-day 
more difficult than‘ ever, because we are now an 
impoverished arid debt-laden people; while the 
urgent ne^ of a great increase of housing aocom- 
' modation, and the extreme difficulty of meeting it 
owing to the high cost of materials and'the scarcity 
of qualified labour, render it futile to undertake 
any large projects of demolition and reconstruction. 
' Yet the very fact, that there is so*much to bo 
. done ought fo*eijcoiu’age us tatake long views, and 
to make sure that the work of hprje-making now 
to be undertaken is not carried out ih such a way 
as* merely to ensure the creation of new eyesores 
and plague-spots. We a're paying heavily to-day 
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for the failure our ane^tors to look ftr enougn 
ahead a hundred years ago; at the ,teginning df 
what will |nff)ba15fy be a new era^bf rapid construe-, 
tion we must not be guilty of a sftniW blunder. Jt' 
will be indispensablb that our action, in this ^el<f 
should be guided and Controlled by legislation and 
by the administrative actiyjty of public bodies, 
national and local. At the same time it will be 
wrong to depend whoUy upon centralised ftontret, 
or upon the official aetion of public bodies* Every 
.Means of enlisting the aid of enlightened private 
effort, and of guiding it into fistful ohanlsls < 
• without restricting Its freedom for experiment, 
should be employed. 

Thus all possible stimulus, encouragement, and 
assistance should be given to great industrial concerns 
to' enable them Jo provide housing for their work¬ 
people in* conditions that preserve the amenities in 
the manner already adopted by some progressive 
concerns, as at Port Sunlight and Boiunville; on 
condition that these projects are not worked for a 
profit, and that proper freedom is allofed to the 
tenants, they (fan legitimately be financed in part 
out of pubjic funds. If the railways and the 
mines are brought under public ownerlhip in the 
method already suggested, it might properly be 
made an obligation upon the railway Board and, 
the Board of'Mines to ensure that adequate housing 
was available for the workpeople in. these industries, 
amid .conditiops ef reasonable amenity. 

Again, all possible assistance, including help in 
the raising of the necessary capital, should be given 
to those admirable public spoieties or companies 
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\)lluch ha^o undertaken to» create properly planned 
towns, villagSs, or suburbs by oo-operktive effort, on 
the conditions thab'(a) only a limit^Td ra^ of interest 
is .paid on their cfepital, and that (6) the increased 
value given te ^the land by theft' activity is secured 
for the' public, and employed for the provision of 
open spaces q,nd oth^r amenities. A very great 
expansion of this kind of public-spirited private 
ehterprlsc is both possible and eminently desirable ; 
it leads' to useful and varied experiments ; and 
State action which will help and foster such wort 
• is ^ttiolly in accord with the ideals of Liberalism. 
These enterprises represent in hlmost an ideal form 
the combination of public service with individual 
initiative and‘originality, and with the earning of 
a fair but definitely limited return on widely-diffused 
capital. _ ^ 

But, when all is said, private enterprise alone 
cannot possibly meet the need. The responsibility 
is now definitely imposed upon all urban authorities 
to make plans for the future development of the 
areas und^r their charge—plans which must deal 
not merely with the treatment (^•particular un- 
' developed areas or of.small slum regions, but which 
must look‘far ahead to the future reconstruction 
of the whole town, and to which smaller projects 
can be adapted. Our dependence for the future 
must rest upon thnje factors: the stimulus and 
guidance of tho'national Government; the^strenuous 
and systematic activity of local authorities, trying 
every form of experiment; and, finally, the fertile 
ted varied activity of private enterprise, which, 
though no longer left undecked and unaided, must 
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be allowed great freedooj and giver tfle utmolt 
encouragement. 

For all t^s '^rk a vosy implant need is tne. 
power of acquiring land easily ibid* on reasonal^le 
terms, and the mefcs of financing the acquisition 
of land without disloci^ing the finances of tfie body 
imdertaking it. We have al^ady»shpwn that it is 
the accepted policy of Liberalism to facilitate this 
very necessary work. 


ii .—Public Heallh. ^ 

In the sphere of ’public health, we have just 
witnessed the institution of a new or reorganised 
department of Government, not bcforelt was needed. 
It has as yet shown no great boldness or breadth 
of “conception. But it is still too early to judge of 
its work * and for that reason it is enough to say 
that there is no sphtfire in which Liberalism recognises 
a greater need for courageous communal effort; 
since there is nothing upon which the development 
of free individuality, and therefore of lil|prty, more 
manifestly depdhds than the maintenance of condi¬ 
tions favourable to the soiuid body which can house 
the sound mind. 

At the same time, there are few spheres in which 
personal liberty may be more easily endangered by 
a rigime of over-regulation and»of excessive bureau¬ 
cratic control; and diberalism, while recognising 
the need for anaramense expansion of public activity 
in this sphere, must be always on the alert against 
thj^ danger. 

In the past the provision of aid for the sick and 
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tW sulferilig has been Ipft to voltaitary eSort in 
to too great; a degree; and the community has 
been too blind to'rits communal ^spopeibilities in 
thip sphere. TIk btginning of a new era of organised 
public eff/ort in this field was ifiade by the Liberal 
Government of the pre-war i^eriod, in its provisions 
for insurance against sipkncss, for systematic medical 
attendance, for the medical inspection of school 
childreit, for the safeguarding of maternity, for the 
treatment of tuberculosis; ?nd the foundations 
thus laid will have to be built upon. We are, i)^ 
■ tn>th, only at hhe beginning of communal effort in 
this sphere. There are manj fields, such as the 
treatment of infectious diseases, in. which private 
enterprise dto practically nothing; and the more 
the subject is studied, the more patent it becomes 
that our main reliance must be upon communal 
activity. 

But while we recognise the need for a great exten¬ 
sion of the. communal provision for health, we are 
bound also to reco^ise that there is no sphere in 
which priyate enterprise, though insufficient by 
itself, has been more beneficial, mprC original, more 
'public-spinted, more sympathetic; no sphere in 
wliich volifntary personal devotion has been more 
abundant or more fruitful. It is impossible for 
^ any official public system wholly to replace this 
spontaneous outpouring of human kindliness ; and 
it would be tke, greatest of blunders to discard it 
as if it were of no value because it is not easily 
fitted into a neat official scheme. 

Tt is possible that, owing to the increasing poverty 
of those who have in the past mainly supported the 
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hospitals, we ai^ drawing near to the time wh.^ 
they can no loliger be wholly maintaiired by voluil' 
tary efiort. that is so, it w^uld l^e a profound, 

blunder to jump to the conclusion,«a8*many Socialists 
do, that the occasion should be seized .to (jrganise if 
State-controlled hospi'jal system, from whith the 
private subscriber and the watchful attention of 
voluntary committees will bo altogether banished. 
To follow such a coui'se would be wilfully to sacrifidb 
a noble tradition, and,to refuse to employ vbluntary 
,(^vic service in one of its noblest forms. 

Here is, indeed, a very clear illnstratiom of hibe 
distinction between the methods dictated by the 
ideas of Liberahsm and those dictated by a doc¬ 
trinaire Socialism. For while the logical Socialist 
would eagerly seize the chance of organising all 
hospitals in a systematic way under Governmental 
or municipal coiftrol, and placing them wholly on 
public funds, the «Liberal, while recognising the 
need for public aid and public regulatioij, would on 
every ground prefer to make the utmost possible 
use of private and voluntary effort in^a field in 
which it has done so much good work. 

m.—EdtuMtiort. 

When we pass to the supremely important sphere 
of education, |he need for encouraging individuality, 
variety, and experiment is yet more^ apparent. Our 
British school-s^sjem has been distmguished by the 
large degree of power which it has allowed to local 
authorities, and by the limitation of the function 
of Ihe State to financial assistance, inspection, and 
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Advice. It das also been narked by the large place 
■Tfrhich it pr6served for schools of all grades which 
were maintained'pr controlled w)^lly^r partly by 
voluntary agencies. These features have main¬ 
tained in> our. schools a certain degree of variety and 
indiviaualityi in marked contrast with the strict 
and uniform^ centralised control which exists in 
some otter countries. 

' "Yet'the fault of our educational system is to be 
found rather in the deficiency, than in the excess of 
individuality. There is too little personal inter^t,. 
i»»4ndyympatl9y with the work of particular schools. 
Above all, the individuality'of the teacher, upon 
whom everything depends, has been too much re¬ 
pressed, partly by the way in which he is trained, 
partly by the pressure of a deadening system of 
examinations, but partly also by the influenca of 
public authorities and public ofScials, who are apt 
to find uniformity far easier ri;o understand and 
work with,-than originality and variety. Under the 
great Education Act of 1918 we are at the opening 
of a newr era, of infinite promise, in which the 
character of the future generations will be largely 
determined; and it behoves us to see to it that 
the freedCm and variety of experiment in which 
the Liberal spirit believes are not crushed out by 
the fondness of ruling bodies and officials for laying 
down elaborate regulations; we have seen the 
results of that, in the State-Socialist system of 
Germany. 

How this danger is to be averted it is not out 
business here to discuss; it depends partly upon 
the giving of public recognition and aid to piifate 
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eSorts and e^^rimontstwhen they aatW!y certaSi 
broad conditions; partly also upon,“the way m 


which we ^al^th certain pre'blems of political* 
organisation which are becoming ifrgefttjy importanlj^ 
but cannot be discu^ised here. 

But with the resultsVe ore concemSd. even from 


the point of view of purely igdustfial poligy. It is 
only by means of an educational system which 
cherishes freedom and individuality, as jifie bSst 
parts of our system have done in the past, that we 
qjtn hope to produce a nation of free men, or enlist 
in the service of the community andfof its inlustfifes' 


. men with alert and* active ‘minds of their own. 


fertile in ideas,, ready to assume responsibility, and 
penetrated With the community-spirit. And it»ia 
only a training conceived in this spirit, not a routine 
and uniform drill along accepted beaten paths, 
which will give lo our people the sense that they 
are being trained tt) be free men rather than cogs 


in a deadly machine. 

If freedom and variety are need^ in the training 
of our young people, still more are theji needed in 
that higher deVb'opment of popular education the 
value and imjjoitanoe of which we are only be ginning 
to realise—^the education of those adults 8ver school 


age who have for one reason or another (usually 
poverty) failed to follow the orthodox path through 
all the grade»up to the univemity, but nevertheless 
feel the thirst for knowledge and Enlightenment. 
Only by proT^ig generously for such needs can 
we hope to make the best of the immense wealth pf 
br^-power, originality, jnd capacity for pubho 
service which at present ruqp to waste; ody so 

* m2 
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we di^buse many thon^sands arq^ong our citizens 
bf the beliefs that in the'order whicli now prevails 
•they are treaW K^rely a; tools wedth-making, 
and are denieds'thi means of access to the riches of 
knowledgp ahd thought, the means of making the 
best of* their own powers. 

How is such a.sy8tom of training to bo instituted 
—a system wliich shall give to able but untrained 
ificn what a university can give to those who have 
followed' its courses, that is ty say, a knowledge of 
how to find the best material on the subjects 
< wjiM they aro»interested, how to criticise it, how 
to evaluate evidence,* how te form opinions that 
are worthy of respect because based upon a real 
knowledge of<'what can be said on both sides of 
controverted questions ? 

If the State were to organise under its own dicpct 
control any scheme of training of this kind*, it would 
mevitably and rightly be regarded with suspicion, 
especially ij} so far as it dealt with political and 
economic questions | because those who control the 
State at given moment are themselves neces¬ 
sarily advocates of particular views on these subjects, 
‘ and might be tempted to use any such machinery 
for imposmg their views on the comiuunity. We 
have seen this done on a colossal scale, and with 
disastrous effects, in Germany, where the State, 
controlling all the Uijiversities as well as the schools, 
deliberately used this power to diffuse its doctrines. 

No free and thinking man wil] ydll^ly submit 
. himself to a course of‘training wherein he knows, or 
sdspects, that the conclusions at which he is to 
arrive have been determined beforehand, that he 
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is to be led to f(JCept cut-^pd-dried ioctriries becauSe 
other people desire that he should holtCthem. That 
is no*t wha\the tible ana incjuinna workman whcT 
feels his own ignorance desires f hh wants to JSe 
given the equipment which will ei\ 3 ,ble hi^ as a 
free man, to form his oVn conclusions* 

For that reason organisations lite thp Central 
Labour College, which deliberately aim not at 
training their students to think, and t,o* wei^h 
evidence independently, but at filling their minds 
with a cut-and-dried set of doctrines and arguments, 
cannot provide a solution of the*problem wlihsh 
will be permanently satisfactory to the intelligent 
workman. In' a free society such organisations 
have their place, so long as they are^'recognisod Jot 
what they are—organa of propaganda, like the 
pohtical clubs, Wjjhose aim is to impose beliefs rather 
than to train thought. But they do not and cannot 
meet the need which we are discussing. 

If what is needed is a genujnely free system of 
training, wherein teachers and students alike can 
feel that they are absolutely unshackled as to the 
conclusions they reach on an honest and scientifio 
examination, of the evidence, this can best, perhaps 
only, be attained by entrusting to the tJniversities 
the duty of providing it, and equipping them ■snth 
the means for doing so. For it is the glory of the . 
British-Universities that, unlibe the Universities of 
some other lands, they are wholly free from any 
external oontiiol br dictatioa as to what they shall 
teach and how they shall teach it; especially they 
are free from the control ot the State. The appoint¬ 
ment of theii teachers is never.consciously influenced 
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% a coifeideration of |.hfeir opinfops; they are 
Si|)pointed solply in view of their ^:lity, the range 
their knowledge their liapacitym cjiriduct Inde- 

S e.ndent and^ i»oieAtific inquiry, and to weigh con- 
icti,np ewdencf. Accordingly ttiere is in no British 
University any uniformity of political or economic 
ideas, and ev^ry*6chopl of thought usually has its 
representatives, though they have never been 
chosen‘because they represent schools of thought, 
but solely on the ground of their scholarship. 

A system of adult training worked through the 
‘ Universities witii generous State aid will thus be a 
free system ; and it trill at t'he same time enable 
those who use it to share in the garnered wealth 
of,the nation’l learning, which belongs to the whole 
nation, and ought to be open to all who can make 
good use of it. But a yet higher d^egree of freedom 
than this is both possible and desirable ; tfie system 
can be—and in its hitherto mod^t beginnings is— 
so aiTanged«as to permit the students to choose not 
only the subject^ they wish to study, but (within 
practicablevlimits) the teachers under whose guidance 
they are to work. 


iv.— Research. 

We have left to the last a need which stands 
perhaps highest of ^11, since it can alone provide 
the foundations^for wise action in every sphere: 
the need for organised and syqtepiatio research 
into all the problems which surround and perplex 
our society. Upon the satisfaction of this need, 
more than upon any other single factor, depends 
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the possibility npt only ot our being able ta produ^ 
sufficient wfealtpjio secure for our peoplothe materiah 
foundations,^! nsippiness .and fr^om* but also of, 
our finding our way to sound raetiidds of organisa¬ 
tion in industry and politics. 

And here, more markedly perhaps tnan anjjwnere, 
is apparent the necessity on the one hand for State 
encouragement and assistance, and ’on <he other 
hand for the utmost possible freedom for ^priviite 
enterprise and individual initiative in a Iffiousand 
fgrms. 

The State must itself take Jiction, %s it has ;i.lre&(jy,, 
tardily and timidly, begun t® do. There are some 
spheres in which necessary forms of inquiry can 
only be successfully carried on under the direction 
and at the immediate cost of the State; some kiit'ds 
of ccientific investigation, to meet immediate public 
needs, sifth as fce problems presented during the 
war; some kinds^of social inquiry, such as the 
actual facts about unemployment at^ any given 
moment, or about the cost of living, or about 
fluctuations in the purchasing power of i^oney. On 
such matters the State alone can have access to 
the necessary materials for inquiry; and it is its 
duty to conduct the investigations and ts make the 
results public. But in the main the function of the 
State in this sphere is rather that of givmg stimulus, 
encouragement, and support ^an that of directly 
undertaking the work itself. Pof research is so 
individual a thjng that the mere notion of entrusting 
it to Government officials selected for the purpose 
iSj except in certain limited spheres, manifestly 
a^urd. 
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iThere L' scarcely tiny function of importance to 
flie welfare the community whic^o clearly illus¬ 
trates how direc^y the* welfa^f dejjends "upon 
freedom ^or indifidual Liitcrp’isi-. how impotent 
Jhe .s to do more than l eghlate and encourage 
this erf-erprise, or how desWuctive and deadening 
its inierference ia likely to he if it goes beyond this. 
Artistic production provide.-! another illustration of 
a\)omnfunal service which i.s wholly dependent upon 
individudl inspiration; .and U- is in these spheres 
that the rigid doctrines of the extreme Socialist 
.^{vlbl which puts its faith in centralised organisa¬ 
tion are most complelAjly bafflfed. 

We need, then, that every encouragement should 
be given to ull voluntary organisations for .the 
conduct of research, upon which our future depends. 
Every industry should provide the means for carrying 
on research into possible new proceeds and ftiaterials, 
as well as into the psychologitfal factors in the 
industry, thg problems of fatigue, or the like ; and 
it is right that the* State should give all possible 
encouragenjpnt and assistance to such inquiries. 
Eve^ individual business concorp* should regard 
‘research as one of its necessary functions. Every 
Trade Union should initiate inquiries into the effects 
of industrial conditions upon the minds and lives 
of the workers. Every education committee should 
organise research into the methods * 0 ! teaching. 
.Erory poMoal party or groii^ should follow the 
admirable example set by the Lahpur Party, of 
carrying on organised research into the methods of 
poHtioal and social organisation. When all t^e 
sub-communities of our Great Society are awake to 



OTHER ASPECTS OP»SOCIAI? PDUCY . 169 


the fact that^ inquiry ati^ knowleage arc me e|j;y 
sound foundaif^ons of progress, we ^all begin'®) 
advance ip^rc rapidly tewards.'leal social welfare^ 
And in proportion as men acqlircithe spirit jmd 
outlook of the investigator, and learn moreyof tffe 
difficulties of the probllms in which tHey are involved, 
mutual tolerance and understanding wiL grow: 
these are the roots of good citizenship. 

But when all is said, the organisations vifhich ^re 
have enumerated in«the last paragraph all exist to 
aerve some predetermined end; the inquiries .which 
it is their right and duty to initiatoimust ncues5ts(ily 
be coloured by the dbjects ’.rtiich they are intended 
to serve; and although this will be in some degree 
corrected by the very multiplicity and variety of 
these objects, yet an absolute freedom to pursue 
knowledge solely for its own sake, and without any 
regard tb the ulj^ which may bo made of it, cannot 
be fully attainectSn any research-organisation set 
up by such bodies. But this absolute and unqualified 
freedom is the very breath of fife for all the noblest 
forms of research; and all the ^eatesj discoveries 
which have res^plutionised human life and thought 
have been made by men who have pursued knowledge 
in this spirit. 

It is impossible, by any masterpiece of organisa¬ 
tion, to create the inspiration wliich leads to such 
results. But our community will be terribly im¬ 
poverished if that inspiration, when*it comes, lacks, 
the opportiyiities for realising its potentiality. 
Happily there exist, in the Universities, centres of 
h tquiry which are wholly free, which are uncontrolled 
by the State or by any organisation created to serve 
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a'^pcific jBUi^se, and which exist; solely for the 
pwsuit of knowledge witKout any otoer considera- 
Ijop. For that reaipn it mrst be always^ward* the 
Uniyersitics th 4 i.t men and women, in whom the 
Bprk^f fip Inquiry has been se^; alight, must first 
tum.'^, therefore, the lifei-giving spirit of free 
inquiry Is to have real abiding-places in our com¬ 
munity, itf is iJeyond all things necessary that the 
Universities should maintain their freedom, should 
be emandpated from any shs^kles that may still 
bind them, and should be placed in a psition t(i, 
pffgfiall.needfuljopportunities to those who come 
to them with the zest «f disinterested inquiry. . 

Liberalism must therefore regard the ample 
endowment of free universities as one of the essential 
foufidations of a new and better social order. Here, 
as in the industrial sphere and in every other, the 
utmost possible freedom for evenjluseful'form of 
individual effortand enterprise,prdected,encouraged 
and helpd, Jjut not unduly meddled with, by the 
organised power of the community, forms the mode 
which Liberalism 'believes to be the only safe and 
healthy moSe of progress. 
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NATIONAL FINANCE AND TAXATION 

It is almost uselesg to discuss the organisation of 
industry without reference to the system of national 
finance and taxation, for at every ,point the 0115 ^ isi, 
affected by the other. Theiburden of taxation, if 
unduly heavy, or unwisely distributed, may so 
profoundly affect the production oS wealth as to 
make the satisfaction of any of our ideals impossible; 
tho distribution of the wealth produced by the 
nation’s'activitk is very directly affected by the 
proportion of it taken for national purposes; and, 
finally, the weapon of taxation can te,so employed 
as either to hinder or to help*the process of social 
reconstruction. Some consideratifin of the problems 
of national finaiice therefore forms an indispensable 
element in our inquiry. 

The charfwster of these problems has*been trans¬ 
formed by the conditions created by the war. 
Before the war about one-tenth of the wealth 
annually produced by the naljon was taken for the* 
purposes of the national govermpent. Thanks to. 
the colossal byrden of interest on debt, of pensions, 
and of other unavoidable charges, this proportion 
risen enormously; it is not possible to say how 
much, but it is probably not an over-estimate to say 
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tyt betw^en'one-fifth andone-fourtivof the wealth 
dttnually credjed by the nation has to be used 
for national purp^fes. Osily a vfry sjnall pa‘rt of 
thi^ huge snm*is employed for directly productive 
purp(\e 8 ,*for t^e creation of neV wealth, though a 
considefable part of it is employed for indirectly 
producAve pujposcs speh as education and public 
health. ' 

T^he trithdrawal of so high a proportion of the 
nation’s income from directly productive uses must 
obviously form a handicap upon productive aetivityi; 
•aivi\t becomes ai matter of supreme importance first 
to ensure that this buMen is Aduced to the lowest 
point possible, and secondly to ensure that it is 
collected in thfc least burdensome ways, and (so far 
as may be) in ways that may help ratW than hinder 
the development of a healthier economic orcter. 
That is to say, wo must first coi^jier how the im¬ 
mediate and urgent problems lefrby the war are to 
be dealt with, and secondly on what principles our 
normal scheme of^ taxation should bo framed under 
the new conditions. like other political creeds. 
Liberalism is bound to give clear ahswers to these 
‘questions. 

Our first j^ilain duty is the most rigid economy in 
national expenditure. We are no longer a rich 
piation; and out of our poverty we have to meet 
far greater calls tham we ever had to 'meet before. 
We are in a 'situation in which 9 . cheeseparing 
parsimony, both public and private,* l»vs become one 
of the greatest of civic virtues. Ypt the habit of 
lavBh and uncalculating expenditure, bred by the 
war, is hard to overcome; and perhaps by way of 
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reaction, the ^{lole nat^n has rushed*into ah orCT 
of extravagan^. The hahit of thrift teems for & 
moment to be ^ad; th^tugh it«is o!dy by thri|t, 
combined \9lth hard work, thai can hope to 
emerge from our troubles. 

The example must Jmj set by Gk^^ment.' We 
cannot afford to maintain a Navy, an Armf, or an 
Air-Force larger than the lAinimum* nocOssary for 
national safety. We caimot afford to pursue .an 
expensive foreign policy. We cannot afford to 
jipsume new responsibilities (as in Mesopotamia) 
even if it can be shown that oijr help is l»^y, 
needed ,; we have to‘be honest, and pay our debts, 
before we cap be generous. We caimot afford to 
maintain a single public office not absolutely indis¬ 
pensable for the conduct of necessary or productive 
work. We cannot afford light-heartedly to under¬ 
take undefined Und growing bvmlens such as are 
involved in subsidies like those on bread and on 
railway-travelling. We can afford thesg luxuries the 
less because it has on all groniWs become indispens¬ 
able for the national welfare that we sjjould spend 
money generously on essential but hitherto neglected 
needs; on research in many fields, on education, oif 
the prevenfion of unemployment, on the develop¬ 
ment of various national resources which private 
enterprise has disregarded. And if it be true, as 
we are assurgd, that the limit pf taxation has almost* 
been reached, then ijb is plain thal we can find the ■ 
money for tl^sp essential outlays only by drastic 
economies in other directions. 

^ Government has already done something for the 
reaction of expenditure from the lavish scale of 
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the war. «BUt it has not Aone neaj^v enough. It 
ktnot unfair»to say that* neither tl^^f Coalition nor 
Labour Party h^s shown any g^uine enthusiasm 
for the unpleaaanUbut salutary medicine of cheese¬ 
paring ecpnoiny. A hundred yisars ago, when we 
were' in a similar but less serious plight, the un¬ 
wavering cry of Jiberalism was for “ Peace, Re- 
trenchmefit, and Reform.”' To-day, as a century ago. 
Peace and Retrenchment are the essential pre¬ 
requisites for Reform. 

But the greatest zeal and courage in retrenchmen/^i 
,wiy*not, be enough. We must face squarely the 
very grave situation iu which* we stand. And the 
gravest feature of this situation ia that we are 
loaded with a national debt of some £8,000,000,0.00, 
involving an annual charge for interest and sinking 
fund alone which is twice as great as the total 
national revenue before the war. ifhe preliminary 
question of the whole problem of rational reorganisa¬ 
tion is the question. What is to be done with this 
appalling burden 1 Sb long as it hangs like a millstone 
round our ^necks,* we cannot hope to work with 
energy. For, as with the cannon-ljsll that used to 
•be chained to the ankles of convicts, the longer the 
drag lasts the more it tells upon the strength, of the 
man who has to endure it. 

It is important to keep in mind one distinctive 
‘feature of this colosspl debt. The greater part of 
• it was borrowed,at a time when prices were very 
high, and when therefore the puroh^ing power of 
money was low;.£100 lent to the Government in 
1918 or 1919 could only purchase half as muck 
steel or khaki as it could ^ve purchased in 1914, 
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and therefore^ povemment had to Ixfcpow twic^as 
much money it woul^ have needed had pnm 
remained at 1914 lavel. the other hancL 
just becaus? it had to borrow on* so Jar^ a scale, it 
had to offer a high rate of interest, n%a4y twice ts 
high as it was paying jin 1914. Now suppore prices 
fall again, as they are bound to do in cliurse of 
time. If Government then begins’ to 'repay the 
debt, it will have to pay back the £100 (wMch was 
in 1919 only worth ^£60 at 1914 rates) AWth £100 
yhich will then bo worth in real wealth pgrhaps 
£70 on the 1914 basis. That is tp say, the hbli^es 
of debt, will nominaHy get £100 for €100, but really 
£70 for £50. .In its distressed condition the nation 
cannot afford to pay such heavy premiums. There¬ 
fore it is important that, so far as possible, the 3ebt 
should be cleared off while prices are still high. 

There'are th4^ main ways in which it has been 
proposed to deal with this colossal burden. 

The first is that of simply repudiating it—-the 
simple method adopted by the’Bolsheviks in Russia. 
It is not necessary seriously to discuss ^fus method, 
which is only*qdvooated by lunatics who do not 
understand the first rudiments of the problem. For? 
apart from Ithe utter dishonesty of sucisa course, it 
would obviously ruin the national credit, destroy 
the possibility of getting any future loans either at 
home or abroad, persuade the^hrifty that, whatever 
else they might do twith their sawings, they must* 
never lend ^em to the State, bring ban^ptcy 
upon the great banks which hava lent to the State 
a great part of the funds at their disposal, and thus 
make it imposmble for them to give the necessary 
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advances ^ industry, and,, bring about a general 
stoppage of .trade, with 'universal jmemployment 
pnd distress. ' 

The second qjethpd is that which has'always been 
«*ed in the past, both in our own and in other 
countries—^that'of paying off Jhe debt gradually out 
of a surplus of iiyjome. It is sometimes estimated 
that this'oould be done in fifty years, but this 
calpulation assumes that we shall have fifty years 
of peace and of fairly steady prosperity. It is a 
sanguine calculation, especially in view of the fact 
thattlie inuch smaller debt incurred in the Napoleonic 
warn had not been wtoliy paid off even in 1914, 
after a century of great prosperity. 

Moreover, this method is attended by two great 
difificulties. The first is th 9 .t the nation would have 
to go on bearing taxation at something Uke the 
present rate even if trade were good i while if a trade 
slump were to come the rate of tasation would have 
to be greatly increased to meet the debt charges. 
The burden of taxa'uion is already so high as to 
be a handicap to productive industry; if it had to 
be materiafly increased at a time when, through 
(trade depression, the nation was poorer than it is 
to-day, the aesults might be disastrous. The second 
difficulty is that if prices go down—as we all hope 
that they may—^the repayment of debt would be 
carried on. upon ve^ unfavourable J;erms; each 
^debt-holder, on ipoeiving the pominal amount due 
to Mm, would in reality be receiviqg an amount of 
real wealth far gipater than Ms original loan, repre¬ 
sented at the time when he made it. 

To get over these difficulties it has been proposcKl 
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that we should cut thtf Jmot by a fraflk levy/an 
capital—eitheAk on the additional i^ealth whf(ili 
manjr men iaveVnade daring ftnci because of thd 
war, or on all existing capital. 

A levy on capita! is a perfectly legitimate mHh^ 
of emergency taxatiort, provided that it is equally 
distributed on principles thryt ard just tp kll con¬ 
cerned ; though, of course, it is only defemible as 
an emergency measure, and would cause, a gibat 
feeling of insecurity and gravely discourage saving 
i#it were to be repeated. 

One of the reasons against it i# that il° it \Vfere’ 
once employed. Governments in difficulty might be 
tempted to use it again, and that this temptation 
would be especially strong to a Labour Government. 
To this it may be answered that the one safeguard 
agsEinst such a tax lies in the danger of creating 
insecurity whiol^’t presents; and that this danger 
is so real as only to be balanced by a grave national 
emergency such as now faces ,us. A*Govemment 
which faded to realise this danger would certainly 
not be deterred by the fact that such %. levy had 
never been made before. On the contrary, if it, 
had once been made, on a substantial scale, with a 
clear understanding that it would not repeated 
except in an equally grave crisis, the temptation to 
use it would to some extent be diminished, partly 
because of tHis understanding* and partly because 
the taxable margin wduld obviously^ reduced. Our 
only safeguariK against destructive measures in any 
event lies in the sound sense of those who condqct 
our afiairs. We have to trust to that whatever 
happejjis; and it^is foolish to,argjie that you ought 
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no^ to lea|i feom the second storey ,of a burning 
hftnse lest other people stiould get /.ito the habit 
ef'jumping from sfepond storeys. ^iTf a capitaMevy 
can. proved the best way, and a pracliicable way, 
oSt of our dififtculties, it ought to“be adopted. 

The proposal "to limit such n levy to wealth made 
during fhe war has much to recommend it on the 
surface, since a great part of this wealth was un¬ 
deniably due to the distress of the nation, and 
ought to ‘have been preventecj if Government had 
known how to achieve this end. The project of 
feity'on war-wea'th was very carefully considered; 
and the Revenue Officials wefe of opinion that it 
was practicable. But there were. some strong 
reasons against it. It would have involved a 
valuation of everybody’s wealth not only as it is 
to-day, but as it was on August 4, 1914; and the 
earlier valuation could only have ^een calried out 
in a very rough way. No profter discrimination 
could have .been m^e between those who had 
stinted themselves to the utmost, as many did, in 
order to lepd what they could to the State, and 
those who made fabulous sums ydth little efiort 
Vhilo denying themselves nothing. If a levy on 
war-wealth *were to make any serious impression 
upon the debt, it would have to be on so severe a 
.^scale that it would have crippled or destroyed many 
useful activities now, carried on by means of the 
■ wealth thus gained. In the form in which it was 
finally proposed, the project woul4,^in fact have 
done little to relieve the situation, and it' presented 
mi&iy difficulties, the greatest being that of the 
double valuation. 
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If the method of a levy on capital is fi) le adopted, 
it is therefore<|)cst on every ground that it sho&d 
be applied to ali^ capital. In t^th the debt is at 
burden, a sort of mortgage, on the country’s capital 
taken as a whole* and, provided tlmt ’t cssn life 
fairly done, it is right* and fair tha! this mortgage 
should be redeemed out of capital, so fart as this 
can be achieved without disorganising jlroductive 
industry. 

The difficulties tc^ be overcome are * twofold. 
UJie first and the greatest is that of valuing all 
capital (including land). But if (grS the Bovdape. 
Officials held) it was pos,si()le to overcome the 
difficulty of a .double valuation for the purpose of 
a war-wealth levy, it would obvioesly bo much 
eafier to overcome the difficulty of a single valuafion 
of eapital as it stands to-day. Indeed, such valua¬ 
tions ha^e to b* made every day for the purpose 
■of death-duties, and in this way the whole capital 
of the country undergoes valuation in the course 
of a generation. Every individual owner would be 
required to make his own valuation, upder heavy 
penalties for fraud; and the Revenue officers, who 
have full infomation as to income-tax assessments' 
and the market price of shares, would* have good 
means of checking the returns. No doubt there 
would be a good deal of fraudulent evasion, as there 
is in income4ax assessments; that can hardly be 
avoided. 

The second^^lifficulty is that of paying the levy. 
How, it is asked, could a man .whose capital is 
nearly all sunk in a mill or a farm, or employed for 
the daily needs of his business, make over one-fifth 
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oi^one-tenth of it to Gove^ent withput completely 
ditlocating Ips business ? If Go)*6rmncnt were 
'loaded up with feprip or title-daeds to lands, it 
would either have' to realise them on the market, 
in wfiich Aase there would be a Sudden slump in the 
value of all ■these securities* or it would have to 
hold them and draw interest on them, in which case 
it would'not be able to pay off the debt, and 
might is well be content with an increased income- 
tax. 

This difficulty, however, is not nearly so great »s 
ut.<appears at &st sight. In the first place, nearly 
all owners of capital *have subscribed to war-loan. 
They would naturally use their holdings of war-loan, 
so far as they Vent, to pay the call upon them; and 
the war-loan would simply be cancelled to that 
extent. In the second place, many holders of war- 
loan would be willing to take sh^s in industrial 
concerns in exchange, and it woMd not be difficult 
for Government to arrange a system of exchange of 
this kind. In the third place, a reasonable allowance 
of time might be allowed in special cases, the pay¬ 
ment of the levy being spread oval* two, three, or 
even five years. And there are other devices which 
coiild be adopted to make the transaction as easy 
as possible. The difficulty is a real one, but with 
care and thought it could be overcome. 

Any capital levy .would have to fee ^aduated, 
leaving the sd!vmgs of the small man (say up to 
£4,000 or £5,000) undisturbed, and*ii<{ing up to such 
a figure as would enable one-half of the debt to be 
pmd oS. One-half is as much of the debt as yre 
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because it is fw that some of the burdei# should be 
left to the nfect generation, partly ^Because it»Ja 
reasdhable to calculate up()P the g^entual repayment* 
of at any rate a part of the l(»ins''to AUies ajid 
Dominions which are included in* the debt.o * * 
Assuming that onedialf of the 5ebt had been 
paid off in this way, what wotdd be the result ? The 
actual amount of capital engaged in industry would 
not have been decreased; but a part of if would 
have been transferred to persons now’ holding 
national debt. The amount of income liable to 
income-tax would have been decreased, because all* 
the interest now psH^able oh the ’ cancelled debt 
would cease to be available for that purpose, and 
therefore, to that extent, the yield t)f income-tax 
would be reduced. But this would not matter, 
since there would be a far greater reduction in the 
interest i^ch Government would have to pay, and 
this would render possible an actual reduction of 
income-tax and other taxes.^ Owners of. large 
fortunes would be, in a varying ;^roportion, poorer- 
than they now are; but their burden in taxes might 
be reduced, peAaps to an equivalent extent, and 
what they would have lost would not weaken the 
nation’s productive power, since it Would only 
represent capital already destroyed during the war. 
The public credit would be improved, so that after 
a time Govemaient might borraw money at a lower 
rate of interest to pay off more of thd old high-rate 
debt. The^ improvement of public credit would 
help to improve the foreign exchanges, and therefore 
to .lower prices. Above all, the nation would haw 
been saved from the inevitable future burden of 
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pa^ng a Heavy premium ^ the holders of national 
(Ifett when itVas redeemed. 

* 'All this is on,tfi^ assumption ^at the opeitition 
could be carriAi obt without a grave ^location of 
indultry. * \^e Jiave given reasons for believing that 
this is possible, but obviously much would depend 
upon the way Whicl^the thing was done, and upon 
the amount of care, thought, and preparation devoted 
to* it. provided that this great and unprecedented 
undertaking is carried out with understanding and 
deliberation, after the fullest and most carefid 
nnquiry,* Liberalism ought to advocate it as the 
best mode of escape *from odr present distresses. 
Obviously the scheme presents difficulties; it is 
foUv to undertistimate them or to slur them over. 
But, as we have seen, the only alternative, that of 
maintaining taxation at its present high rate,* or 
perhaps even increasing it, in ordm to pay off the 
debt gradually, presents yet greater difficulties, and 
threatens a more serious future disorganisation of 
■productive activiljy. 

If for any reason it is decided that no such drastic 
measure as this is to be taken, we shaH have to 
contemplate the retention of taxation at its present 
rate, or evdh at a higher rate, for an indefinite time. 
In other words, we shall have to realise that the 
.conditions of national finance have been funda¬ 
mentally altered, l^^ereas we used to assume that 
we could fix the* amount we intended to spend on 
national purposes, and then raise* the. ^monnt by 
taxation, thus ordering the amount of cloth we 
needed according to the pattern we had fixed, for 
our coat, we shall.henoeforth have to levy taration 
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up to the limit pf .safety, and cut our 6oai> according 
to our cloth ;tiwe shall haVe to do without desir^lle 
things, even perhaps vjithordi •somS things tljat 
might be pl^sibly regarded as ijpcdsfary. 

What is the liftiit of safety in .taxational ’ €t 
cannot be defined exc(jpt in the moA general tbrms. 
But assuredly it wiU have been reached if apd when 
the burden of taxation begufe to impodesor to stop 
the nation’s productive activity. There a*e s^gns 
that we have already almost or quite reached this 
Qoint; for the decreased output and the increasing 
unemployment of the summer of 1920 are probablj 
in part due to the effects of» heavy taxation. And 
as we cannot very greatly reduce our national 
expenditure, every reduction in productive activity 
must mean a further increase in the rate of taxation, 
followed by a further hampering of production. 

But if is not only the mass or volume of taxation 
which hampers industry. The form in which it is 
levied may have this effect even if the,total burden, 
otherwise distributed, would *be capable of being 
borne. Some forms of taxation have ^ deleterious 
influence out of,all proportion to the amount which' 
they yield. 

This is certainly the case with one modem form 
of taxation, upon which we now depend for a large 
proportion of the national revenue—the Excess 
Profits Duty* In the form in^whioh it is now levied 
it discourages all new enterprises, .which are heavily, 
penalised in jjomparison with well-established con¬ 
cerns ; iJ encourages wasteful, expenditure; it 
(Jiscourages all undertakings which are attended* by 
any large amount of risk, as many of the most 
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useful lindjproduotive unde^rtakings are; for those 
are respqosible are .bctond to reflect that while 
they will haytf to j?honlde|| the whole of any Joss, 
tiiey will be ^lln^^M to take oifly a^very small 
panpoftion of •any profit. Moretver the immense 
yield of the Exctss ftofits Duty is to a large extent 
fictitious ; for if np such duty were charged’, nearly 
half of tho smn it yields would come into the 
Expheqr^r in the form of income-tax and super-tax. 

iKere are some who think that every difficulty 
can be met by the increased iaxation of large in¬ 
comes,’ and that these incomes can be taxed almost 
to *extinction without,disadvaiatage to the com¬ 
munity. So far as those incomes are not due to 
any exertion oi^ the part of the possessor, this may 
be true; but so far as they are duo to personal effort, 
the only result of such taxation must be to majce 
it not worth a man’s while to earn p, large sncome, 
since his margin for spending will be practically as 
great whether^he works hard or not. No Liberal 
h^ any tenderness fUr large incomes as such, or 
any hesitation about using the weapon of taxation 
as a means of reducing inequalities of wealth; but 
the weapon must not be used in such a way as to 
check any iqan’s legitimate efforts. Aud there is 
another consideration which must not be forgotten. 
As things are, a large proportion of the annual 
production of new capital romes fromjthe unspent 
balances of large,incomes. Uqless and until the 
possessors of smaller incomes supply the deficiency 
by saving on a greatly increas^ scale, Very high 
taxation of large incomes must necessarily reduce 
the amount of capital annually created, and therefore 
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check productive activity, which caniyat* on 
without capital! Great fccomes havQ to be pj^- 
grespjvely taxed ^ for soqjal as jsrell'as for fiscal^ 
reasons. BvA cajsital must als8 be^crcated; and 
therefore the increase of taxation o» incomes •»! 
higher ranges can only safely take place 5 there is 
a concurrent increase of saving ^rom incomes of 
lower ranges. One of the aliJrming features of our 
time is that general extravagance is postponing the 
time when it will be safe to deal boldly vdth large 
incomes. 

**rhese considerations show how vitally important 
it is that taxation should bg governed by oleaJly* 
defined principles. Now this is a sphere in which 
it may justly be claimed that Liberalism is able to 
give a very elear lead, and to assert that its principles 
havp triumphantly undergone the severest of tests. 
For the British financial system, which has stood 
the terrible strain of the war better than that of any 
other European country, was mainly worked out by 
a series of great Liberal financiers dimuig the nine¬ 
teenth century. The principles upon which their 
work was based^re as true to-day as ever they were. 

First among tHem ranks the principle that no tax» 
ought ever to be imposed in such a w^y that the 
public has to pay more than the Treasury receives, 
and that the balance finds its way into private 
pockets. This is the strongest of many strong’ 
reasons for the policy of Free* Tra|dQ; and it is in 
conflict with cer^in tendencies in modem taxation. 

The secOnd'principle is that taxation should be 
levied in proportion to the ability of the taxpayer 
to pay without lowering his efficiency or making it 
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tmpoBsible^of him to mamt»in a rea^nable standard 
ofJoomfort. ‘This principle would forbid the im- 
pQsition of indirect taxes apon n^essaries or Mpon 
foodstuffs, in spite of the fact that sffoh taxes are 
o^tenthe pasibst to collect and tlfe most productive; 
because the burden of them Jails disproportionately 
upon the poor. -The j)rinciple suggests rather the 
use of graduated income-tax as the form of taxation 
most e^y adjusted to ability to pay. The existing 
heavy difties on tea and sugar^are inconsistent with 
this principle. In the present condition of nationgl 
piyiflce it may npt be possible at once to get rid of 
them; but it has long been the aim of Liberalism 
to abolish these duties at the earliest possible 
moment. • 

The third principle is that, in a democratic com¬ 
munity, all citizens who enjoy an income above <ihe 
limit of decent family subsistence ought to be called 
upon to pay something, however small, in a form 
which will bring home to them their joint responsi¬ 
bility for the national welfare and for the national 
expenditure * 

The fourth principle is that thp^ taxes should 
be preferred which will, while raising revenue, 
serve some purpose of social utility. Two purposes 
of social utility which can be served by taxation 
especially deserve mention because the purposes 
which they serve contribute to the ecpnomic health 
. of the commumty. The first is the encouragement 
of thrift,, which is undoubtedly forw^ed by taxes 
on luxuries in so, far as these taxes tend (as they 
undoubtedly do) to diminis h the consumption Qf 
the taxed articles. The most prominent of l^e 
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luxury taxes now in uie are those i!pon tobaooo, 
alcoholic driiite, and entertainments? But m4«y 
othefs are possitle, though in m&ny cases it has,to 
be remembered that what is a 1-jixuty for one man 
may be very usefhl expenditure for*anQther? afld 
in such, cases a sysl^m of allowances or rebates 
may be necessary. For this reasen experiments in 
luxury taxation, like that recently made In France, 
have not hitherto been very successful. But,*he 
revenue which they jield is not. the only tfest of the 
mine of such taxes. If by the taxation of luxuries 
it is possible to restrain the wild extravagftnce’jjjtB 
which our people aft plungtng, this result will be 
yet more valuable than the revenue derived from 
the taxes. A second purpose of social utility which 
may be served by taxation is the reduction of swollen 
fortunes. This can be forwarded not only by a 
graduated income-tax, but still more by the taxes 
known as death-duties, which are, in their modem 
development, purely a libera^ invention. So long 
as they are not used in such a way as to diminish 
the motives for saving, these taxes oait scarcely be 
fixed too high.' 

Guided by these principles, a Liberal system ol 
national finance, aiming at the production of the 
maximum revenue which could be obtained without 
interfering with the nation’s productive activity, 
would rest sjainly upon th# following modes of 
taxation. 

(1) IncpmoitaK, which should be regarded as the 
backbone of the whole system. It should begin at 
an income sufficient to provide a decent liveUlfood 
for a family, which should pay only a nominal 
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charge'; should rise in ^ grada|lly steepening 
' onj)/e until, in the highest range oi^ inoomes, it 
9,tteined as high a figure aq, 75 per ^ent.; and in- the 
‘ lower ranges o/, In^tme it should 'maktf substantial 
aUo'wnnces foi, famips. We hate nearly attained 
to a system of.tliis order, and ^he scheme of gradua¬ 
tion has been much improved in recent Budgets, 
especially since‘the repdrt of Lord Colwyn’s Commis¬ 
sion, Rit the process is not yet completed; and 
it is probably desirable that the distinction between 
income-tax and super-tax should now be droppec^, 
in jprder „to brinj; out quite clearly what’ rate is 
being paid by each income and ip simplify the 
process of assessment. 

(2) Taxes on jand-values, and upon the increment 
in tiiese values due to communal activity. This 
form of taxation, which has long been advocated 
by Liberals, has been successfully introduced in 
Canada, New Zealand, and elsewhere; and these 
experiments hf,ve shown riot only that such taxes 
njay be very producfive, but that they serve the 
further purpose of making access to land easier 
and often cheaper. The possibility* of any such 
taxes depencfe upon a valuation of the land. But 
the valuation begun in 1909 was nearly* completed 
when it was interrupted by the war; and we have 
already urged that a rapid re-valuation (which 
could be checked by tjie records of 1^9) might be 
piade without mueh difficulty. . 

(3) Death-duties, graduated in thp Mme way as 
income-tax, so as Jo tend towards the brehk-up of 
very large fortunes; but they should weigh very^ 
lightly upon the lesser accumulations of amounto 



NATIONAL FINANCE’AND TiffiATibN ..1^ 

which could he saved* from real aid* legitimate 
earnings durillg a man’s lifetime, the'’oh]'ect bAtg 
to dhcoura^ sawing airi the^fireation o| capital 
among the working part of the popdation. , 

(4) Indirect taxes upon luxuries on’a FreeTrafte 
basis; the scale of taxation being framed with a 
view not only to the raising of revenue, but to the 
discouragement of superfluous or non-J>roduotivo 
consumption, the encouragement of saviftg, and 
the release of luxuijy-products now consumed at 
l^me for export in exchange for necessary imports 
of food and raw materials. 

(5) A method of* “ prosjJerity-sharing ” in the 
profits of established industrial concerns, to mplaoe 
the existing Excess Profits Duty. It is eminently 
just that the community should share in the ex?ep- 
tioftal prosperity of trading concerns to which the 
community invariably contributes; and this can 
be done without incurring the deleterious effects of 
the Excess Profits Duty on t|ie lines already sug¬ 
gested in an earlier section of this essay. For th^ 
purpose it is necessary (1) that new, enterprises 
should be alloA^eri a period of years without limita¬ 
tion of profits in which to establish themselves anJ 
to ensure a'reward for the extra risks taken by the 
owners of the capital invested in them, and (2) that 
no “ prosperity-sharing ” taxation should be impose^ 
until the con'^rn had built up an adequate reserve 
on such conditions "as we have bather suggested. • 
Charges for provision against unemployment and 
the outlay upon a reasonable scheme of profit- 
ajiaring with employees might also be allowed’for 
^fore the State took its share. But after these 
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wnditions ,ha(l been met, tlje State pught assuredly 
bq ^<aTe a claim to a substahtial share «d[ any residual 
pipfits. In tJe same way< the Stqte should receive 
i substantial ^fopirtion if. not ^he H'hole of the 
iflulised proSis of, any industfy brought under 
oatiohal ownprfeip and cont^jol, as it alre^y does 
in the case of tho,Post Office. 

(6) The'most important of the minor sources of 
revenue* may be broadly described as payments for 
the assurance of legal protection for various forms 
of transactions, such as transfers of shares, receiptji, 
cheqpics, .licences,^ etc. Here it is e.ssential to avoid, 
in the short-sighted puisuit of revenpe, any hamper¬ 
ing of the processes of saving and investment. An 
instance of a tax which is open to criticism on this 
groftnd is the stamp on cheques. The stamp on 
every cheque forms a real discouragement to the 
wide use of banks for smpU accounts ; and* nothing 
forms a greater inducement to saving than the 
possession of»a bank-account, however modest, 
jhe absurdity of th5 system is that precisely the 
same sum Ijas to be paid for the right of using a 
cheque for 10s. as for the right of u^lig a cheque for 
£10,000. If no stamps were required, an immediate 
encouragemant would be given to the* use of the 
hanks for small accounts; with the result that the 
banks would have the handling of a greatly increased 
&oating capital, out, of which the;^ could make 
ladyances to induatry; while saving would be en¬ 
couraged, and an economy in cuirejjcy would be 
effected. 

The forms of taxation which we have enumerate^ 
are all, in one form or another, already in existence; 
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they represent, in the ipain, the tradithjn of nine- 
teenth-centurjl ^heral flhance. But^hey oan^^ 
improved and ^evelop^i- They cin raise the, 
maximum r<^nut? without 'distfrbftig the standard 
of life of the mass'Bf citizens, and witiJtouUmpodi^ 
the conduct of industry, provided* that the^ are 
not maintained at tern high a pitch. They tend 
towards the encouragement W thrift, and at the 
same time towards the progressive equalisatioi\,of 
fortunes. 




‘xvni 

CONCLUSION 

Wb have in the preceding sections taken a rapid 
fciHvey 6f some 'of the main economic and social 
problems that to-day face the British peoples-^a 
survey which is noccssafily incomplete, and which 
inejitably dislegards the complexities of detail 
that often form the real difficulty of such problems. 

Our purpose in making this survey has not iJeen 
to lay down a detailed programme of constructive 
legislation. For such a task we obviously possess 
neither the fieedful, authority nor the requisite 
"Imowledge of detail; and we recognise that deeper 
knowledge 'or more extended inqmry would, at 
pnepKjint or another, probably suggest better means 
of attaining the ends we have defined, than those 
which we h&ve outlined. 

Our primary aim has rather been to define the 
ends at which Liberal policy must aim; to illustrate 
the spirit and the ideals which will gu^e the modem 
'Liberal in striving after these hnds; to show that 
modem Liberalism is not merety** he^less and 
"bewildered in fact qf the problems which surround 
us, that it recognises the necessity for great changes 
and great reforms, and that the ^governing, ideas 
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which inspire,it can provide the ^dftnce which 
will, if it i» followed, *]ead us to a hotter s^gial 
order. 

There is widespread ipd’i^^stent demand' 

for a change in ftie ^ethods, and stSfll njore in ?he 
spirit, in which indus^ is conducted., Tliis demand 
does not come only from those who profit least from 
the existing methods of wealtfi-produ6tioiK It comes 
as clearly from many of the best and most ■genius 
minds of our time it is echoed by all* the most 
jnlightened members of the employer-class j it is 
strengthened by the spirit of comradeship tl«it,w^s 
the finest outo 9 me ef the Great War. 

The strei^h and prevalence of this demand 
ar^ facts of good augury for the fi{turo. If it can 
be satisfied, we may well be on the eve of a^’new 
ora in the history of our civilisation, an era of truer 
liberty "and of a finer v^^mradeship than we have 
ever known. If, on the other hand, the demand 
remains unsatisfied, we can look ferward only to 
growing bitterness and growiiig strife, perhaps eveip 
to an utter and dreadful collapsd of dv^sed society. 
We have already witnessed such a collapse in Russia, 
where it was brought about by the fostering of tbe 
spirit of hsCtred and intolerance. , 

The inspiring challenge of this demand cannot be 
met by a succession of makeshifts to deal with 
suocessive'emergenoies. The,work of reconstruction 
must be guidSd by .definite prindples, by a definite 
ideal as to the. kind of society at which we are to 
aim, an Idem capable of being qpderstood by, and 
of ap^ling to, the mass of good citizens—capable 
of becoming part of the natiou’s General Will. It 
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is the greatest'defect of the (JiOvemm^Bt under which 
WQiUre liying*that, just because its rftembers have 
fe\f political *prin«iples in cominpn, no one* can 
define their ultima^ aim. 

\]to‘the 9 thel hand, this chajlen^ is still less likely 
to be met by {ib'stract theoretical plans for the total 
reconstruction of Society from’ top to bottom, based 
upon a refusal* to reco'gnise that there is anything 
good in the existing order. That mode of travelling 
towards Utopia appeals to crude and impatient if 
generqus minds, because, untaught by the long 
0^ Auman error, they are ready to jump to 
the conclusion that the* latest plausijble prbphet has 
■in his mouth the sum of all wisdom.. It has often 
been tried in human history, and has always led 
to cKsaster, as in the French Revolution, when a 
noble and unanimous national aspiration after 
justice, because it trusted to doctrinaire 'theories 
that had little relation to facts, brought about an 
extravagance, an anarchy, and a slaughter which 
]^did most of the gooh that might have been secured. 
M genuine ,humail progress must arise out of the 
past, and preserve and build upo^‘whatever good 
Has been wrought out by our predecessors; it 
must be guided by loyalty to facts, not by a credu¬ 
lous, excited trust in the mushroom and evanescent 
theories of the moment, though it may draw inspira¬ 
tion even from these., 

, Wh are to-day being loudly urged to undertake a 
complete and revolutionary recast ^f our whole 
economic system.. Two distinct and mufcud^y in¬ 
compatible proposals for this end are put before us 
by various groups within the Labour Party. One 
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of these proposals—Socialism—is thg.t,all'kidii8try 
should be bifonght Aider the direct ownership! 
and control of the Sta^; the ^othec—Syndicalism 
or &uild Sijcialism—is that eyery industfy sholdS. 
be brought undeSi the direct oumerslgp and oontrol 
of the ’workers in the industry, with \S'honj even 
the State should havf no power to interfere. 

We have tried to show thaA botlh of th^^ schemes 
are open to many criticisms. Not only are they 
mutually destructive, but no one has yet^ feen’able 
to give a clear and •defensible account of the way 
Ih which either would work in practice. Bdth are 
supported, in the n^in, by purely theoretical a^gtl. 
ments. What* is yet more important, both seem 
almost wholly to disregard, and threaten to de- 
sttoy, three outstanding achievements which, jmid 
m^y defects, have marked the existing economic 
Older. 

The first of these achievements is the production 
of wealth on a scale unparalleled^ in the earlier 
history of the world. This has alone made possible 
the maintenance of a vast population at a steardil.y 
improving standard of comfort. Its cdhtinuance is 
necessary if any further improvement is to take 
place. Its •main cause has been the freedom an^ 
the stimulus which the system has given to indi¬ 
vidual enterprise and initiative. 

The second of these achievements is the develop* 
ihent of a remarkable variety of ^prjus of industrial 
organisation; for 'though we call our system* 
“ Capitali8t,”*%nd though control by the owners of 
capM is its most c ha racteristic, form, yet this fqrm 
by no means stands alone. Many other forms, as 
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we haw' ^n/ exist and thrive alongside of it, and 
‘ ewir indmfty is in a larger oegree free to find the 
^orm most ap^ft'opriate to if There is no such rigid 
, uniformify of jradthod as* both the* Socialist an^ the 
Syndicalist scitcmcS would establish. Variety and 
elasticity are cpialitites too precious to be %htly 
sacrificed. , w 

The third of “these aOhievements is the'creation of 
a (Jenio(?ratic State, which can speak and act for 
the whole community, which stands above and 
outside of the frictions and c'onflicts of industrial 
life, d)ut which can and does intervene to protect 
tHe rights and liberties of every class of citizens, 
or to regulate the conditions under which industrial 
activities may be earned on. 

A’,1 these three healthy slnd valuable features of 
the existing order would bo destroyed, or at the 
least gravely impaired, by the Socialist and the 
Syndicalist projects. Fot both of these projects 
would either greatly diminish or wholly destroy the 
incentives to individual enterprise and initiative 
Mich have been tho principal cause of rapid increase 
in the production of wealth ; both wquld put an end 
1^) variety of method and organisation by insisting 
upon a rigiej uniformity; and both would destroy 
the power of the democratic State to act as the 
impartial guardian of liberty—Syndicalism by de¬ 
priving it of the right to interfere in industri^ 
affairs. Socialism by making i\an interested party 
in every industrial conflict, and by^ loading it with 
such a multiplicity of functions thsfi) it 'Would be 
unable to control its own agents, and its back" would 
be broken by the burden. 
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When the liberal tinker fixes histnind'i^on the 
problem of ipcial reconltruction, his first refle^^n* 
mu|t be that, whatevei!»change»we Wy make, jthc 
fertile and icaftliy features dS the^existing order* 
which we have ^nimerated must bft preservdC' in 
the fullest possible (jpgree; for tffe^e features are , 
altogether in accord with liberaUdeals, the essence 
of which is a belief in libei1;y, in ihdividuality, in 
variety, and in. democracy. The kind of commiDaity 
which the Liberal spirit desires to create is.one which 
will cherish Liberty beyond all other boons,, which 
will rejoice in variety of method and experiiiieij,t, 
"which will regard isdividuai energy as the source 
and the motive power of progress, which wiy. 
encourage every citizen to feel that ^11 honest work 
of* hand and brain is advantageous alike to huhself 
and to the community, and which will use the power 
of the democratic State primarily as a means of 
securing to every citizefl the conditions of real 
liberty and protecting him in its exercise, of stimu¬ 
lating individuality, and of gifarding against every 
abuse of power that tends to restrict,these or to 
stunt them. 

But if the liberal’s first thought is that certaiji 
good features of the existing order must Ijp preserved, 
his second is that it presents also certain evil features 
which he bums to remove. For too many of our 
oitons Liberty is still unreal and individuality is 
repressed ; wil^ mopj: of us, ill alltclasses, desire for, 
private or cla|i8,advantage dwarfs desire to benefit 
the comnfunit/, and is thus hostile to the best kind 
of work. The main cause of this lies in the ervil 
ajSpeots of the existing system, in the fact that it 

ft* 2 



IW * ' OBEfiiLLISM iND INDUSTRY 

, seems to fayom one or twc» elemenij? in the com- 
miE^ty, and ojje or two factors in prockictive work, 
al the expense o^ t^e regt, ^and in ^he further /act 
'that^some of tt.e otjjier elements ojf factors are too 
much*preoccupied inth the struggle agaiijst this 
apparent injustice to give su^cient thought to the 
public weal, and‘conflict is substituted for co¬ 
operation. ' 

He factor thus chiefly favoured is Capital; which, 
although fe is only one among at least five indis-. 
pensable factors in productive work, nevertheless 
clf.i^s, and largely succeeds in obtaining, a position 
of predominance almost amounting to dictatorship ; 
and although this is very materially qualified by the 
power of the democratic State, by the resistance of 
the diher factors and especially of organised manual 
labour, and by the existence of a variety of forms of 
industrial organisation wherein Capital does not 
wield a controlling power, nevertheless this pre¬ 
dominance is real, i^d it arouses bitterness and 
lU^st. 

Why has* Capita been allowed, for so > many 
centuries, to exercise so pbtenfj re. conljrolling 
idfluence ? To attribute this result to the wicked¬ 
ness of capitalists is mere folly. Huihan society 
does not tolerate such a state of things without a 
reason; and the reason has been that the accumula'- 
tion and skilful employment of great masses pf 
'capital, or weaRh^ withheld from coilSumption, has 
been one of the chief causes of the immense produc¬ 
tion of wealth which has kept our society alive and 
progressive. *' 
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Liberalism tecognise^the necessity (br the creation 
of capital otf a large sc^e, and believtes’that; i^^he* 
future as in the past, indhvjdual Bfiprf and indivi4u»l 
thrift must '#o rMed upon for t£o production of most* 
of the BOW capita which the community need^. • It 
believe^ therefore, the piivate.ownership of, 
capital, if* recognises that* the possession of 
immcns! masses of capital *by a sftiall* number of 
men is unhealthy; because it places in the l^^nds 
of these men a ^dangerous degree bt power. 
Liberalism must therefore aim at the wide diffusion 
of capital, and strive towards^ that end (^J^J)y 
reducing swollen fortunes by means of taxation*and 
in other ways, and (6) by encouraging saving in ^ 
classes of the population. The ultijnately desirable 
state of things, is that everybody should ^have 
tte chance of creating and owning capital, and 
that everybody should earn wages by personal 
work. 

But Liberalism also recognises that the owners 
of capital, whether they bo few or many, have no 
right to claim a position of predominance in the 
control of industry and the iixbig of its aims, seeing 
that capital, though an indispensable factor, is only 
one among a number of indispensaUe factors in 
productive work. The practical assertion of such 
a claim is to-day one of the most fruitful causes of • 
unrest. But the true mode of rectifying t£e 
exaggerated claim# of capital fs ^ot to deny tp 
capital any njiare in control, still less to place only 
one of the other indispensable factors in a similar 
.position of predominance, a'result which would 
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follow from,the Socialist ap^ Syndioalist schemes. 
Tha^tiie mode^jis the mode of partnersKip, securing 
to each of. the in^iffi^ensgblfe factoi^ in production 
h share of contiol appropriate to y\e pSrt which it 
plays'. ^ 

This principle of partnershij^is the essence of the 
industrial policy sugges^d by the ideas of liberalism. 
But the paft to be played by each elemenf in the 
partnersMp cannot be defined by any sweeping or 
rigid formula. It must vary fpjm one industry to 
anothe*. It must change with changing times. Ife 
muetl permit of a ,<|reat variety of experiment and 
of method, allowing ea6h industry to find its way 
to the mode of organisation most suitable for it. 
In all industrial work the voice of every contri¬ 
buting element should have due weight, but there 
is room for wide variation in the relative influenbe 
which each element may Bos,sess. In all.cases the 
directive and organising element must necessarily 
have a high degree of independent authority. In all 
casfs labour of brain and hand must be assured of 
an effective «roioe in determining the conditions 
under which it is to work. But the ultilnate deciding 
votee in questions of general policy should vary 
from case to (Jas(3, falling in some cases to a national 
body under the ultimate control of the State, or to 
some other public authority, in other cases to the‘ 
consumers (as in po-operative societies), in other 
cases to the workers by brain and hand (as in co¬ 
operative productive societies), in flfiter qases to 
the owners of capital, where they assume heavy 
risks,' and in yet other cases—the majority, perhaps.. 
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—to an organised ccvpartnership iff the several 
factors in 'production. And over^ all fofnft* of 
organisation mvjjSt stand ijie ddfiipcratic State, ncrt 
interfering %i ^e actual conduct* of industrial' 
affairs ^a function wliich it cajmot directly pei^dnn 
with efficiency), but saving to ensure, by le^slative 
and admiipstrative action, t^at Justice is done and 
that thfc rights and liberties of all dltizons are 
protected. 

We have tried to york out, in an illustfktive way, 
some of the modes in which this principle of partner¬ 
ship might be realised, both in Ijjie mana^emeyi^f 
industries as a wh81e, and*in the management pf 
individual concerns. We have tried also to show 
how the power of the democratic State can be used 
to safeguard tpe community against abuses of 
pdwer whether by owners of capital or by owners of 
land, and how it can be, employed to afford to all 
citizens the conditions of real liberty, by helping 
them to obtain healthy conc^tions of life and the 
means of self-training. Finally we have tried^tP 
show how reforms ^nceived on thesa lines should 
lead large elefbents in our society to abandon thqpe 
restrictions on their own liberty which they hs^e 
voluntarily adopted as a means of •safeguarding 
themselves against various dangers. These restric¬ 
tions on a man’s freedom to do his best are ruinojis 
both to the individual an^ to, the community; 
but they can oniy be dealt vnth by getting 
rid of the tiphditions which have given rise to 
them; 

In short, we have tried to snaaow forth the term 
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of Society V>pWhich Liberalfem looks forward, not 
as • Something ,fix^ and definite which can be 
a'tt&ined by a single fct, Vut as something whichVill 
‘be ,pjrogressive^ attained as we gjnw &. knowledge 
and mutuii,! unejerstanding, m something towards 
which all the best work of ounancestors has contri¬ 
buted, as some^hii^ which we may all h(^p to bring 
nearer in our day and generation by honest work and 
mutual {qlerance: a Society of free" men, free to 
make the'utmost use of all tbeir powers without 
dictaj;it)n or restriction, for their own advantage 
andsthat bf the community, free to do by their own 
choice any of the things that are worth doing, and 
that are not harinful to others; a Society in which 
each^man’s freedom shall be ensured by the common 
actiofi of all, working through the democratic State ; 
in which the material basis of Liberty shall V 
guaranteed to all who make their fair contribution, 
by work and by thrift, to the commbn weal; and 
in which every unduefsxercise of power, or claim to 
iHc^tatorship, by any element in the community, 
shall be restfained and contrc^led by the common 
will. This is an ideal which is very‘old, yet cilways 
n#w. It does not lend itself to easy and clap-trap 
catchwords. *It does not promise a short out to the 
millennium. It does not suggest that Utopia can 
be swiftly realised by the enactment of a few laws, 
since it puts relijanf5e rather upon individual energy 
And private virtue, and believes that common 
action can do no more than create cosJlitions which 
will ^ be favourable jo these. But it can give us 
something to work for, each of'us in his place 
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a clue to guille us th*pugh the be^rtering com¬ 
plexities of*our time; an insTOatj|lh whioh**has 
beert potent in j^c pas^, and yWch can be all the 
more potent^or the future, just^becajse it does not 
set beW us a rigid or hideboujid tl^ry, but ifivites 
uS, as free men, to ^rk, in an infinite variety of 
ways, not fcr ourselves alone^ buff for the expanding 
•fre^om^nd the peace and happiness of our children. 
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